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One and a Half 
W orlds 


HE Randall Commission deserves all praise for the admirable 

expedition with which it has produced its report. If this is all 

that can be said without qualification, that does not mean that 
Mr Clarence Randall, Professor John Williams and other undoubted 
liberals on the commission are less convinced internationalists than 
Mr Bell, Mr Gray and the authors of more forthright American 
utterances of recent but fading memory ; they, too, if left to their own 
devices, might have issued a statement fiery enough to light up both 
Europe’s enthusiasm and Congress’s irritation. But the freer traders 
on this commission had a different and more difficult task to perform. 
They had to dilute their liberalism into practical schemes that would 
be innocuous enough, on the one hand, to be acceptable to the Taftite 
wing of the Republican Party that is in control in Congress (personified 
in this instance by the chairman of the Senate Finance Committee, 
Senator Eugene Millikin) ; but strong enough, on the other hand, to 
provide some basis for advance by non-dollar countries to the ideal of 
a single trading world. Nobody should be surprised that, in striving 
to attain both objectives, they have failed to attain either. 

The main features of the report are set out on page 321 of this 
issue. They do not make very stimulating reading. The commission 
started from the assumption that economic aid—open or disguised— 
should be terminated as soon as possible ; this is going to happen in 
any case, and the commission was wise to recommend the inevitable. 
In its place the majority proposes a long list of minor improvements 
in American investment and trade policy. They recommend that 
special tax privileges and even experimental government guarantees 
should be accorded to Americans who invest abroad ; that the “ Buy 
American” Act should be modified ; that the Trade Agreements Act 
should be continued for three years, with power to the President to 
make further tariff reductions, some of them without requiring 
reciprocal reductions by other countries; that the existing barriers 
against imports of food and raw materials should be lowered ; and so 
forth. But from every one of the recommendations here specified—and 
from some of the others—Senator Millikin either dissents or demurs ; 
and two of his colleagues from the House of Representatives have 
dissociated themselves from the report in its entirety. 

Unfortunately, these Congressional dissents are of greater practical 
importance than the majority report. They make it cruelly plain that 
when (and if) the proposals of the majority report are put into the 
Congressional cauldron, they may boil down to very little—not that 
there is so very much there even before the boiling has started, so far 
have the majority gone in the effort to carry the politicians with them. 
Even if the proposals of the majority were carried through Congress 
in the teeth of Senator Millikin’s present convictions—and it is difficult 
to see how they can be—they would be unlikely to increase American 
spending overseas by more than a few hundred million dollars in any 
normal year. The commission itself recognises that in 1953—a year of 
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exceptionally favourable trading—the outside world ran 
a dollar deficit of between $2,000 and $3,000 million, 
and was able to finance this only by economic and 
military aid. Much of that aid is now to terminate, but 
the gap—which would, of course, be very much larger 
but for discriminatory import restrictions against dollar 
imports—is plainly going to remain. 


* 


t 
kt 


is therefore no longer a subject for sophisticated 
argument whether the sterling area can make a speedy 
advance to non-discrimination in trade and to full con- 
verEany, It is a lesson of simple arithmetic that it 
cannot. The question at issue now is the much more 
limited one of whether the sterling area can make what 
the commission calls “a gradual controlled approach ” 
towards these objectives, or whether it should retreat 
further under its imperial umbrella. The Randall report 
holds out some inducement to the more liberal alter- 
native, in the form of larger credit facilities for debtor 
countries from the International Monetary Fund, and 
perhaps also from the Federal Reserve Banks. It also 
confers a specific blessing on floating exchange rates. 
With these aids, it is argued that the non-dollar world 
could go forward to the removal of restrictions on trade 
and payments, gradually and hand in hand. Some of 
the recommended steps are greater freedom for trading 
in dollar commodities on the London markets, further 
liberalisation of trade among.the countries of Europe 
and even (though here the Congressmen disagree) 
increased trade in non-strategic goods across the iron 
curtain. 

The policy of a gradual approach to convertibility 
and non-discrimination is one that will command 
almost universal assent—though there will still be wide 
differences of opinion about how fast and how far the 
approach can go, and whether there need be any pro- 
vision for retreat in bad times. Unfortunately the 
liberals on the Randall commission seem to have gone 
out of their way to strike one blow for the faint-hearts 
in this matter, and they have been jostled out of their 
way to strike another. The report’s sin of commission 
is that it launches a sharp attack on inter-governmental 
commodity agreements which might serve to stabilise 
the prices of staple raw materials. This is the only 
passage in the report where old-fashioned liberalism 
rings out clearly, clear as a death rattle for the embryo 
tin and rubber schemes ; it is unfortunate that this is 
also the only place where the sterling area finds old- 
fashioned liberalism on America’s part unhelpful. The 
report’s sin of omission in this field is that it makes no 
proposal that America’s “escape clause” and “ peril 
point ” provisions—under which tariffs can be raised if 
domestic industries get into difficulties—should be 
removed ; foreign exporters who shoulder the consider- 
able initial expense needed to establish themselves in 
American markets will therefore still be advancing across 
a perpetual trap-door. Thus while it is clearly implied 
that the non-dollar countries’ approach to full con- 
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vertibility and non-discrimination is to be a one-way 
street, with no question of return, America itself is to be 
allowed to beat a retreat at any time. 

These two recommendations are disappointing (they 
will be more than that if—as is not wholly impossible— 
they turn out to be about the only advice in the report 
that Congress follows). But with these exceptions, the 
majority report comes up to the expected standard of 
moderate helpfulness. Unfortunately, all that the 
labours of the Randall Commission have proved is that 
helpful suggestions, even when so moderated, are not 
likely to be accepted. American action cannot be 
counted on to close more than a small part of the 
dollar gap. What conclusions should the rest of the 
world, and the sterling countries in particular, draw 
from this now almost established fact ? 


* 


There will be plenty of people, of course, who will 
seize upon it as justification for still more discrimination 
and restriction, for shutting ourselves up even more 
completely in a hemisphere hermetically sealed against 
the dollar. But this would be quite illogical and very 
silly. Even if trade with the dollar area cannot be as 
free as trade with other currency areas, it is still to every- 
body’s advantage that it should be as large and free as 
itcan be. The fact that the Americans are less anxious 
to take us to their commercial bosom than we hoped pro- 
vides no grounds for declaring trade war on them. It is 
still as true as ever it was that to divide the free nations 
into two completely separate worlds for economic 
purposes would not only impoverish them all but would 
sooner or later hinder them from acting together in 
political matters, to their own ruination. 

But if there is no excuse for a policy of Two Worlds, 
it is equally unrealistic to cling to the belief that the One 
World of postwar dreams—the One World without 
quotas, excessive tariffs, discriminations or exchange 
controls—can be attained within measurable time. It 
is not pleasant to say this, but it is a fact that should 
have been faced before now. Too much time has been 
wasted in elaborating rules for a world that cannot be 
recreated, instead of working out what can be done in 
the world that exists. What can be attained is, so to 
speak, One and a Half Worlds—a state of affairs in 
which countries are under an obligation to make their 
trade and payments as free as they can be made, but with 
the recognition that there must inevitably be grades of 
freedom: In practical terms, this means a large non- 
dollar area, practising a high degree of unrestricted 
multilateral trade within its own limits, and, though 
controlling its dollar trade more tightly, nevertheless 
spending in the dollar area every dollar it can earn. This 
is not an ideal picture, but it is a practical one, and one 
which would provide a large part of the benefits of the 
international division of labour. If the Randall Report 
and the Congressional commentary on it are read aright, 
it is to the ordering of the One and a Half _— that 
practical men will turn their minds, 
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Molotov’s Horses 


At the very first session of the foreign ministers’ 
conference, Mr Molotov amply justified the 
apprehensions that his diplomatic Notes had aroused 
as long ago as last September. He had then made it 
clear that the Soviet government was not interested 
in a conference on Germany and Austria alone. What 
it wanted was a kind of global ding-dong, in which it 
could block progress on any one issue by dragging in 
wholly irrelevant matters, if necessary from the other 
end of the earth. It was thus no surprise when the 
Soviet foreign minister, at the outset of a meeting on 
German soil between the four powers that defeated 
and occupied Germany, immediately introduced the 
question of China. 

By instantly accepting his demand that this irrele- 
vancy should rank first on the Berlin agenda, the three 
other ministers not only caught the rocklike Molotov 
momentarily off balance ; they also advanced towards 
three useful objectives. First, they sought to eliminate 
the tedious argument about procedure that marks 
nearly all negotiation with Communist powers ; these 
wrangles make public opinion in the free world 
impatient, and thus weaken the western negotiators’ 
position. Second, they showed the peoples of Ger- 
many and Austria that the West is so sincerely anxious 
to settle their future that its statesmen will bear with 
irrelevance, and even absurdity, to that end. Third, 
the three ministers proclaimed themselves ready to 
restate their views on the question of China before 
beginning to discuss Germany and Austria—a pro- 
cedure which should set limits to Soviet attempts to 
use Far Eastern levers to extract concessions in Europe, 
or vice versa. 

Any Russian offers to trade Asian horses for Euro- 
pean ones must, indeed, be treated with great caution, 
whatever their form, and they may take many forms, 
of which the attempt to bulldoze the Peking govern- 
ment into the inner councils of the Great Powers is only 
the most blatant. The serious consequences that would 
follow an acknowledgment of Peking as the great 
power of Asia before it had dropped its present bellicose 
attitude have already been discussed in The Economist ; 
it would mean, in effect, that the free world had sur- 
rendered in advance the bargaining counters with which 
it may yet succeed in imposing a measure of restraint 
on Communist expansionism in the Far East. But 
there are other forms of horse-trading as between Asia 
and Europe which Mr Molotov may now propose in 
the Berlin market. 

Since the Russians’ basic objective in Berlin, as at 
other times and places, is to disintegrate the unity of 
the West, the first hints of any new offers are more 
likely to be dropped in the private ears of individual 
western delegates than made openly across the confer- 
ence table. And something may be found to appeal to 


the palate of each of the three western partners. In 
Britain, a strong and by no means wholly left-wing 
lobby might be mustered to welcome a suggestion that 
concessions in Europe could lead to better trading rela- 
tions with China. For a good many Americans, a hint 
that a modest reduction of United States armed strength 
in Europe would facilitate a genuine settlement in 
Korea might have considerable attractions. France, 
however, is the most obvious customer for a horse- 
trade of this kind ; how many people in Paris would 
refuse to look twice at an offer to call off the war in 
Indo-China in return for the abandonment or emascu- 
lation of the European Defence Community ? 

From the western point of view, it was therefore 
singularly apt that it should have been M: Bidault who, 
on Monday, took the first opportunity of declaring that 
the solution of European and Asian problems should 
not be made dependent on each other. (Equally felici- 
tous was the choice of Mr Dulles as spokesman for the 
western decision to accept the Russian agenda.) 
Western statesmen are not without experience in these 
matters. They have seen the Russians make a German 
settlement dependent on an Austrian one, and that in 
turn on a solution of the Trieste problem ; and more 
recently they have witnessed a determined Chinese 
attempt to sell peace to Korea at a price involving the 
satisfaction of a whole range of extraneous demands. 
But how far would public opinion in the free world 


endorse the three foreign ministers’ understandable 
aversion from horse-trading ? 


2 


To many people in the West, the general idea that 
concessions in Europe should be matched by con- 
cessions in Asia, with the object of reducing tension in 
both areas, must seem a quite reasonable one ; and all the 
more so at a tine when the line seems to be holding in 
Europe, while in the Far East the free nations are hard 
pressed. It is therefore all the more important that it 
should be clearly seen whether any Russian offers of 
mutual concessions are genuine or not. After six months 
spent in trying to delay and divide the West by diplo- 
matic Notes, Mr Molotov has now come to Berlin to 
delay and divide it in person. There is not as yet the 
least evidence that the Russians and Chinese are 
honestly willing, or even able, to make substantial con- 
cessions in either Europe or Asia. Dare they withdraw 
the Red Army from Germany, or allow free elections 
in their zone ? Could they call Ho Chi-minh to heel, 
or accept the continued existence of a non-Communist 
Formosa ? 

These are the questions that need to be asked and 
answered before any dark hints about horse-trading can 
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be taken seriously by the West. It is extremely doubtful 
whether any satisfactory answers will be forthcoming. 
On present form, the Russians are likely to parade a 
number of vaguely good-looking horses along the far 
side of the paddock, but without letting the western 
representatives get near enough to feel their fetlocks. 
Closer inspection would probably reveal any one of 
them to be a horse of a different colour, superficially 


The Troubles 


N his present visit to Africa Mr Lyttelton is not 
going to the little kingdom of Buganda. He will 
not be able to avoid it when he returns to Parliament. 
The colonial bear-baiters in the Labour party, in sharp 
contrast to their experience in the Guiana affair, have 
beeigaining ammunition as the dispute has dragged 
on. It is all too probable that they will have another 
shy at their favourite Aunt Sally before public interest 
in the Kabaka’s exile dies down. 

The delegation sent to this country by the Lukiko 
(or parliament) of Buganda has made a good impression. 
Proud of their own traditions instead of preening them- 
selves with foreign theorists’ political traducements, its 
members’ are just the sort of people on whom many 
liberals’ hopes for African advancement now rest. They 
. showed their good sense by trying to keep clear of 
the party quarrel in this country as long as possible. 
But when the Government finally decided that the 
Kabaka’s exile was irrevocable, the delegation published 
its own account of the crisis, which introduced certain 
marked variations into the original theme. It is 
important, therefore, that any doubts about the 
Government’s conduct of this affair should be 
cleared up. 

What is the official case ? Briefly, it presents the 
picture of a ruler who deliberately went out of his way 
to break the agreement of 1900 under which the British 
Government recognised him. The Kabaka made 
(though he has since retracted) two main demands: 
that Buganda should come under the Foreign Office 
and that it should be given self-government within a 
fixed period. By filing these he appeared to be 
demanding that his kingdom should be separated from 
the rest of Uganda, although he had specifically 
promised to assist in developing it as an integral part 
of the protectorate. When the British Government 
turned down his demands, he refused to pass on its 
decision to the Lukiko without adverse comment ; 
although he was bound under the terms of the 1900 
agreement to take the advice of his British officials. 
The Governor spent months trying to persuade him 
to act according to his responsibilities, and only when 
all else failed was the decision taken to depose him. 

The Baganda delegation has made two important 
criticisms of this story. First, it claims that the demand 
for self-government was misunderstood. In the dele- 
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tinted and entered under a false name. The West should 
not altogether shut its eyes and ears to offers lest, by a 
miracle, they be genuine ; but it must at all costs avoid 
being drawn into discursive debate about purely hypo- 
thetical possibilities of horse-trading. Mr Molotov is 
well equipped to continue on these lines at indefinite 
length, while nothing gets settled—but western 
opinion gets increasingly unsettled. 


of Buganda 


gates’ view, the Kabaka (and the Lukiko) were entitled 
to speak only for Buganda ; hence their narrow terms 
of reference. The Kabaka, they say, wanted to take 
the lead in achieving self-government for all four pro- 
vinces of Uganda ; admittedly, he wanted some sort of 
federation (which was a technical breach of his pledge 
to maintain an integral state), but he did not mean to 
ask for full-scale separation. They point by way of 
proof to a joint letter signed by the treaty rulers of the 
other three provinces as well as by the Kabaka. This 
letter certainly was written ; but it is doubtful how far 
the other three rulers knew what they were about, since 
they were quickly persuaded by the Governor to retract. 
In any event, this explanation does not really hold 
water ; the Governor had repeated and lengthy dis- 
cussions with the Kabaka, and the dispute would not 
have gone as far as it did if the Kabaka had merely 
made himself look like a separatist by mistake. 

The second criticism levelled by the delegation is 
more important. It is that the Kabaka was put in an 
impossible position—that he was penalised for acting 
in the spirit of the democratic reforms that the British 
themselves introduced in Buganda this spring. The 
Colonial Office maintains that the Kabaka put forward 
his proposals on his own initiative ; but the delegates 
say that he was merely interpreting the wishes of his 
people. There is evidence to support this contention. 
There had already been agitation in the vernacular 
press for the views the Kabaka expressed ; moreover, 
the Kabaka’s ministers signed his original letter and 
he received wide support once his demands became 
known. Why, the critics ask, was the Kabaka first 
persuaded to fill the role of a constitutional monarch 
(which involved him in having to act as the spokesman 
of his people’s wishes), and then held to the letter of 
an agreement that presupposed that he could act as an 
absolute ruler ? The other three treaty rulers have taken 
up the same complaint—that it is impossible to act as 
constitutional monarchs and yet disregard their people’s 
wishes—in a recent letter to the Governor. 

The Colonial Office’s answer to this argument is 
that the Kabaka and his fellow rulers are not meant 
to be constitutional monarchs ; they are executives of 
the Government. The Kabaka certainly does not look 
or feel like a civil servant ; but, since he has withdrawn 
the most intransigent of his demands, the Govern- 
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ment’s refusal to allow him to return cannot solely be 
due to this difference of definition. 


Instead Mr Lyttelton’s case is based largely on an 
argument ad hominem: that on his previous record 
the Kabaka is not to be trusted. This is undoubtedly 
the key to many of the riddles in this unfortunate affair. 
The Government has so far been chary of bringing 
personal issues into the controversy, but if criticism 
persists it may feel bound to justify itself by doing so. 
Some of the personal issues involved are very delicate. 
Others are political and blunt. It seems, for example, 
that in the 1949 riots the Kabaka may have taken care 
to avoid too close an association with the Colonial Office, 
with the result that what had started as an attack on 
privilege in Buganda ended as an attack on the Pro- 
tectorate government. Did he also prefer popularity 
to responsibility in other ways ? 

The Labour party has laid responsibility for the 
conflict at Mr Lyttelton’s door, because he referred in 
a speech to the possibility—albeit extremely remote— 
of an East African federation (a suggestion loaded for 
the African with implications of white domination). This 
speech certainly set the cat among the pigeons ; but 
the real causes are far more complex. A young African 
looks out from the shores of Lake Victoria on a world in 
ferment. In Central Africa the white settlers appear 
to be in control. But to the north, in the southern 
Sudan, Africans have won a form of self-government ; 
and Somaliland is looking forward to independence after 
ten years of United Nations trusteeship. In Nigeria 
there are yet closer analogies ; the concept of a unitary 
state has been successfully challenged and the more 
advanced peoples have won from the British acceptance 
of the principle of self-government by 1956 without 
incurring exile or suppression. The lessons of what has 
been happening in the rest of Africa have not been lost 
on the Baganda. 

Yet no one looking at the tiny patch of Buganda on 
the map, with its population of little over a million, 
could seriously contemplate separating it from—or 
weakening its ties with—the rest of the protectorate. 
Unless the unit remains closely knit, its precarious 
prosperity is bound to suffer ; and the reforms in agri- 
culture, trade and education which the present 
Governor, Sir Andrew Cohen, has energetically put in 
hand are all dependent on the maintenance of national 
unity. The problem is to find a political framework 
within which they can be carried through to fruition. 
In accordance with normal colonial practice, the British 
Government envisages the development of  self- 
government through a central legislative—and elective 
—assembly. Many Baganda, on the other hand, look 
instinctively, but perhaps muddleheadedly, for a 
solution that would leave their tribal structure intact— 
though no one really has any idea how a loose federation 
could be made to work. The resulting clash has been 
essentially a conflict between an administrator’s logic 
and a tribe’s emotions. Unfortunately it will now be 
harder than ever for moderate Baganda to take the lead 
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without appearing disloyal both to their tribe and to 
the exiled Kabaka, on whese head something like a halo 
of martyrdom has now descended. 

For this reason, if for no other, any suggestion that 
there is still a chance of his returning is more cruel than 
kind. No constructive policy will be possible so long 
as any doubt on this score—and the accompanying fear 
of reprisals—remains. The moral of the affair is very 
different from that held by some people both in this 
country and in the colonies themselves. To paint a 
picture of an arbitrary and reactionary colonial power 
brutally suppressing the leader of a small nation whose 
only crime is a desire to be free is temptingly easy. It 
would be wrong in any part of the colonial empire, 
and doubly or trebly wrong in this case. If there is 
any: territory in which British policy is unquestionably 
progressive and liberal, it is Uganda—where, one might 
add, the present Governor has (so far as a civil servant 
can) identified himself with the policy of rapid advance. 
It is not a conflict of reaction versus progress ; it is a 
conflict between two conceptions of the path that 
progress should follow. 

As popular institutions in the colonies take a firmer 
hold, it is becoming more and more obvious that the 
boundaries drawn across the face of Africa in the latter 
part of the last century were in nearly every case 
artificial. It is not that they divide African nations ; 
there are no African nations, there are only tribes. Yet 
if the emancipation of Africa were to result in the 
creation of scores of independent units—a sort of super- 
Balkanisation—it would be a mockery. If the African 
peoples are to be able to stand on their own feet 
they will have to be welded into nations. It is 


Retracing False Steps 


It is not easy either for individuals or nations to retrace 
a false step, to turn over a new leaf, to begin a reformed 
career. But it is much easier for nations than for men. 
Such a change in individuals involves a rare wisdom and 
a rarer courage, much energy to break off old habits, much 
resolution to endure the reproaches of mortified vanity 
and the stings of wounded pride. It is painful to acknow- 
ledge error: it is humiliating to promise amendment. 
But that which in men presupposes a change of life, in 
nations implies merely a change of policy ;—that which 
in men needs a change of character, can be effected in 
the case of nations by a simple change of Ministry. A 
State which has long carried on an obstinate and unprofit- 
able war may suddenly conclude a moderate and honour- 
able peace—the sole prerequisite and explanation being 
that the pacific opposition has come into power, and the 
belligerent administration has been displaced. A Govern- 
ment that has long been bigoted and retrogressive may 
embark in a career of generous improvement and of liberal 
institutions ; and the inconsistency is veiled or removed 
by the simple fact that an old statesman has died, and a 
young one has stepped into his place: —the superannuated 
ideas of the past generation naturally giving way to the 
light and knowledge of the coming dawn. 


The Cronomist 


January 28, 1854 
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not, however, easy to find the right tempo for carrying 
this process out. Some tribes may fear that if it goes too 
guickly they will be swamped by their more advanced 
neighbours, who, for their part, may well find the pace 
100 slow. Nation-building is perhaps particularly liable 
to be unpopular where, as in Buganda, a relatively 
dvanced tribe has a well-developed set of tribal institu- 
tions. But to give way whenever there is opposition 
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would be to abandon the policy of nation-building for 
that of tribal fragmentation—and to do so, what is more, 
not because anybody in this country thinks that frag- 
mentation is preferable, but simply out of weakness of 
will. When a trustee sincerely believes that he knows 
better than the beneficiary what will in the end be to 
the beneficiary’s interest, he is not only entitled to insist 
on his own view ; it is his duty to do so. 


The New Rifle 


‘HE Prime Minister's announcement last week that 

the British Army has adopted a new rifle was some- 
thing that happens only once in a lifetime. Over fifty 
years have passed since as fundamental a change as this 
was made in the basic weapon of the individual British 
soldier. It is small wonder, therefore, that the final 
decision has been preceded by discussion and trials 
which have been continuous ever since the end of the 
war. It is even less surprising that the decision should 
have taken so long when the pros and cons of inter- 
national standardisation have also had to be taken into 
account. Indeed, in the latter stages of the trials, the 
need to choose a weapon that all the Nato countries 
might eventually agree to use was one of the main 
difficulties. 

Even now, Britain’s adoption of the rifle known as 
the FN .30 is, it must be emphasised, still a purely 
national decision ; there is no Nato agreement. The 
decision thus raises two important questions: Is this 
really the best rifle for modern war ? And is it really 
ihe weapon that has the highest chance of being stan- 
dardised throughout the Nato forces ? Both questions 
are best answered by briefly examining the record. 

FN stands for Fabriqgue Nationale d’Armes de 
Guerre, a Belgian firm from Liege, and .30 represents 
a calibre slightly smaller than the .303 with which 
Britain has fought the last two great wars ; this calibre 
is also slightly larger than the .28 with which Britain’s 
own new rifle, the now discarded EM-2, was first tried 
out in the initial trials after the war. At that time, it 
was recognised that the existing Lee Enfield rifle had 
become obsolete ; Britain was, and still is, the only 
major power to rely on a hand-operated, breech-loading 
rifle as its basic infantry weapon. Experiments were 
therefore begun, on the one hand to develop a new 
self-loading rifle—one, that is to say, in which the spent 
gases of the expended cartridge automatically eject it 
from the barrel and force another in, so that the soldier 
has only to keep pressing the trigger—and, on the other 
hand, to determine the optimum calibre and velocity 
for modern war. 

The decision about the size and type of bullet proved 
easier than the decision about the rifle. Nato took up 
the problem in 1951 and the verdict, when it came, was 
essentially a Nato recommendation. As a result, the 


forces of all the Nato countries are now to standardise 
gradually on a rimless cartridge of .30 calibre firing a 
high velocity bullet which, wherever manufactured, 
will fit into any of their rifles or automatic weapons. 
This is no small achievement, though it will take years 
to put it fully into operation. The new cartridge and 
bullet are based on the existing American product, but 
are shorter and lighter; the factor of weight is 
important when dealing with ammunition supplies. 
This round was adopted after extensive trials last 
September, which were themselves the culmination of 
earlier tests following a standard laid down by Nato, 
setting out the desired characteristics of any new 
round. And although the process has been slow, it is 
hard to see how a better method could have been 
adopted, considering the number of countries involved 
and the conflicting interests of those which manufac- 
ture arms; right up to a late stage the British and 
Canadian experimental .28 round was still competing 
successfully with the American-backed new .30. Both 
the British EM-2 rifle and the Belgian FN .30 were 
originally designed for the smaller round, but both have 
since been adapted for the larger. 

The fact that the great reserve of manufacturing 
capacity for small arms ammunition is in the United 
States and that the American Army has long used 
weapons of .30 calibre was certainly one of the main 
reasons why this size of round was eventually chosen 
as standard ; though the Americans, like everyone else, 
will not be able to use the new cartridge in their present 
weapons without modification. But the question of the 
rifle itself is still open. And the one thing that the 
British decision to adopt the FN .30 makes certain is 
that standardisation of weapons, if it comes about, will 
not be done on the basis of any existing American 
pattern. As matters stand, several other Nato countries 
are keenly interested in the FN .30, but in the United 
States there is a division of opinion. Broadly speaking, 
the operational commands of the army tend to be for 
it, while the ordnance and the supply services are 
opposed to making any change from the existing 
M-1 Garand. 

There is an American competitor to the FN .30, 
another recently developed, fully automatic lightweight 
rifle, the T-44. But like the British competitor of the 
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immediate postwar years, the EM-2, it is certainly not 
superior to the FN .30. On the whole, most technicians 
—and they are admittedly divided—regard both the 
American and British weapons as slightly inferior to the 
Belgian. All three have put up an excellent range per- 
formance, but the Belgian contains a simpler and, there- 
fore, more rugged mechanism ; soldiers who have used 
the FN .30 are almost unanimous in their enthusiasm for 
it. It uses 20-round magazines and enables the soldier 
to fire easily 30 or 40 well-aimed rounds a minute, 
compared with 10 or 15 from his present weapon. 
One decisive factor which ruled out the British EM-2 
for the British army was a clear American view that the 
EM-2 would never prove acceptable to the forces of the 
United States ; on the other hand, the Americans may 
yet adopt the FN .30. It is wrong, incidentally, to 
regard this weapon as purely Belgian. During the 
elaborate trials which have taken place in the past few 
years, many modifications have been made to it on 
British and Canadian suggestion, so that the result 
is to some extent due to a co-operative inter- 
national effort. 

There was a moment in 1951 when the War Office 
had almost decided to adopt its own new design of rifle. 
Now that the decision has gone in favour of the rival 
design, it would serve no purpose to procrastinate any 
longer ; certainly the recent suggestion in the House of 
Commons that Sir Winston Churchill, under American 







Rumours of Retirement 


HE speculation about Sir Winston Churchill’s retire- 
ment is getting stuck in an emotional groove. Some 
Conservatives are not only exceedingly angry about recent 
discussion in the press of the merits or demerits of his 
remaining in office ; they also regard it as an impertinence 
that anybody should ruminate in public about when he 
is likely to go, and about what would happen then. Some 
of their wrath has fallen on one of their own backbenchers, 
who suggested last weekend that Sir Winston (together with 
Lord Woolton and Sir Walter Monckton) was likely to 
retire soon after the Queen returns to this country. The 
unfértunate Mr Osborne was only guessing, and he seems 
to have been clumsy ; but, by bringing his guess into the 
open, he was trying to perform for his constituents a service 
that the whole electorate needs. Sir Winston’s retirement 
will be the most important political event in this country 
since the 1945 election and there is every need for full 
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pressure, had accepted an inferior weapon firing an 
unnecessarily heavy round, was almost comically wide 
of the mark. Naturally it would be a great advantage 
to the North Atlantic alliance if its members could all 
use the same type of weapon, and it will be a great pity 
if the Americans, from whatever motive, end by reject- 
ing the FN .30. But agreement on small arms ammuni- 
tion already means a standardisation of chamber, barre 
and ejector, and this means that by far the greater part 
of the problem is solved. 

As to the FN .30, 5,000 are now to be supplied from 
the Belgian factory to British units in all parts of the 
world, including Malaya ; later, they will, of course, 
be manufactured in this country. Experience in the field 
is still expected to suggest improvements ; moreover, 
the FN .30, while already slightly cheaper to produce 
than its rivals, might become cheaper still if it could be 
made serviceable with a plastic rather than a wooden 
butt. Meanwhile, Britain, like America and other 
countries, will go on manufacturing ammunition for 
existing weapons, and these will continue in use until 
they can be replaced. | But the best service that the 
British decision to adopt the FN .30 could render to the 
western cause would be to prove this new rifle in action, 
and so to hasten the day when it may be manufactured 
in bulk to meet the common demands of all the Nato 
forces. And that means receiving the blessing of the 
biggest arsenal of all, the United States. 





discussion of what will follow. If Conservatives doubt this, 
they need think back no further than to the history af 
the Labour Government after Ernest Bevin left the Foreiga 
Office. Some Labour MPs, like some Conservatives today, 
had thought it unseemly to discuss frankly the departure 
of an ailing man. They, too, had believed that when the 
time came everything would sort itself out. Now they 
know better. 

Sir Winston, unlike his admirers, obviously does not feel 
hurt at the current speculation ; on the contrary, he is 
enjoying it hugely. Unfortunately, he is not helping to 
direct discussion into the right channels by his preference 
for the oblique. He has made two contributions this week. 
The first was an ambiguous interjection—of the one word 
“ delusion ”—in the Commons when a Labour member said 
that the House will “no doubt now be receiving some 
authoritative enlightenment ” about Mr Osborne’s speech ; 
in the context, this interjection could have meant several 
things. The second has been an announcement that he will 
address a Conservative women’s rally on May 27. This has 
been taken as Sir Winston’s hint that he still expects to be 
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Prime Minister on that day. But if he feels compelled to 
retire before then he is hardly likely to be deterred from 
fear of disappointing the Conservative women ; im any Case, 
the speech is scheduled for less than a fortnight after the 
Queen returns. 


A Brisk Foursome 


¥ ¥P the sleeves of the four players round the Berlin table 
U] there may still be any number of cards. But the 
table itself is already carpeted with the knaves, kings, and 
lesser fry—no aces as yet—that were firmly planked down, 
face upwards, at the foreign ministers’ first meetings. 
Frankness, and on the western side terseness, have been 
the order of the day. That is as it should be. -The Berlin 
conference is not a cautious probing of the unknown con- 
tents of unfamiliar minds; it follows upon a marathon 
exchange of diplomatic Notes and other statements in which 
the basic attitudes of all parties have been made sufficiently 
clear. 

The outspoken can, of course, verge on the naive. It did 
so on Monday, when Mr Molotov declared that the creation 
of a European army would provoke the formation of a 
matching alliance in Eastern Europe. It is no secret that 
immediately after the war the Soviet government set about 
binding its satellites into a tight mesh of military alliances 
and centralised economic plans. These interlocking alli- 
ances—nearly a score of them in all—were concluded pub- 
licly and indeed with panache ; and it is laughable to 
suggest at this late date that Eastern Europe is a military 
vacuum. There is a perfectly good East European Defence 
Community in existence with Marshal Rokossovsky sitting 
at its centre. 

There was considerably more subtlety in Mr Molotov’s 
statement on Wednesday, when he began to break down his 
broad concept of a five-power conference by citing specific 
questions, such as trade, that might be discussed at a 
meeting that included China. His press officer later ex- 
tended this line of thought by pointing out that Indo- 
China could also be discussed at a five-power meeting. 
That was as far as the matter had got when The Economist 
went to press; but before the week is out, more will 
doubtless be heard of what seems at first sight a very 
ingenious attempt to get round the obvious objections to 
granting the Peking government a seat at the high table. 


Divided Germans 


-y*ne comment of most West German newspapers on the 
opening moves in the Berlin conference has been dis- 
appointing. Mr Molotov was so anti-German in his speeches 
that Mr Dulles and Mr Eden stood out as the champions of 
German freedom and unity. For this relief German writers 
fer no thanks. -To read their comment one would not 
think that only four months ago German voters voted in the 
great majority for Dr Adenauer’s policy of working with 
the West to get German reunification on the best possible 
terms. Sceptical editors are writing for a bored public. 


THE ECONOMIST, JANUARY 30, 1954 


In the Federal Republic little is expected from the con- 
ference. To most of its people who are not refugees from 
the East, the uniting of Germany offers the prospect of yet 
another painful upheaval in their fortunes. The immense 
labour of constructing a new state out of the postwar chaos 
is not forgotten. To unite with an Eastern Germany which 
is as different from the West as Poland is different from 
Britain would need a comparable effort in reverse. In 
Berlin and the Soviet Zone feelings are different. Hopes 
and prayers are fixed on the foreign ministers. The dis- 
appointment will be bitter if they do not at least reunite 
Berlin. 


High-Handedness at Suez 


R SELWYN LLOYD appeared to be under-rehearsed 
M when he answered in the House on Monday questions 
about Egypt’s interference with free use of the Suez Canal. 
For he failed to make it plain that the Egyptian government 
has been extending considerably what it unilaterally asserts 
to be its legal rights. On the grounds that it is still at war 
with Israel, it has hitherto acted on the basis that it is 
entitled in self defence to stop contraband of war destined 
for that country and to stop and search ships passing 
through the Canal for arms, fuels, and chemical substances 
usable for war purposes. By a new cabinet ruling that 
runs from November 3oth last, the Neguib government 
now classes as contraband “foodstuffs and all other com- 
modities which are likely to strengthen the war potential 
of the Zionists in Palestine in any way whatever.” It has 
already victimised Greek, Italian and Norwegian vessels 
carrying meat and clothing, and seems to feel entitled to 
stop virtually any goods. Lawyers will find it difficult to 
distinguish between its new practice and the use of the 
Canal for blockade. 

Owing to the loose wording of the Suez Canal Conven- 
tion, they will have ample room for debate. This “ per- 
petual” treaty, signed in 1888, says at one point that the 
Khedive may in time of war take such steps as are necessary 
for the defence of Egypt, at another that his steps shall 
place no obstacle in the way of free use (usage) of the Canal, 
and at a third that the Canal shall in no circumstances be 
used for purposes of blockade. The Israel government 
now points out that Egypt is violating not only this con- 
vention, but also a Security Council resolution of 1951 
which ruled that the Israel-Egypt armistice was “of a 
permanent character” and that there were no justifiable 
grounds for claiming the right of search in self-defence. 

Debate between these two countries is bound to be 
sterile ; but what about the other states affected—the ship- 
owning nations of the world—which are being seriously 
inconvenienced ? These, said Mr Selwyn Lloyd lamely, 
had perhaps better get together. But who does he think 
should take the initiative? If he himself is afraid of 
aggravating his troubles with Egypt over Canal defence or 
murdered soldiers, he might at least let other victims 
understand that if they start the ball rolling against Egypt 
they will get British backing. Norway, France, the United 
States, the Netherlands, Greece, Turkey and Italy are all 


affected. General Neguib cannot be allowed to get away 
with this defiance. 








- 


THE ECONOMIST, JANUARY 30, 1954 


The Seven Shilling Standard 


Tt public corporations, which have the advantage of a 
sheltered home market, are doing their best to ensure 
that the size of this season’s wage-award will be roughly 
seven shillings a week ; or twopence an hour ; or eighteen 
pounds a year. The pattern has been set by the Transport 
Commission, with a minimum offer of 7s. a week for the 
lowest-paid railwaymen, by the National Coal Board, with 
an offer of 7s. 6d. for the lowest-paid mineworkers, and by 
London Transport which is ready to pay London busmen 
an extra 7s. The effects of envy and example are already 
evident. Last week the Executive Committee of the 
National Union of Railwaymen was so impressed by the 
Coal Board’s generosity that it sent Mr Campbell back to 
the Transport Commission with instructions to try to secure, 
for the lowest-paid railwaymen, the extra 6d. that the Board 
had given the miners. This week the representatives of the 
provincial busworkers let it be known, at the Ministry. of 
Labour, that they would not accept less than the 7s. that 
London Transport was ready to give the busmen in 
London. Seven shillings, or thereabouts, is the price of 
industrial peace in the mines and on the railways—and only 
the worst-organised workers will accept much less, unless 
somebody is beaten in a strike. 

The immediate test case for private industry is still the 
bizarre guerilla action conducted by the Electrical Trades 
Union. The union is asking for an increase of 3d. an hour 
in London and 24d. elsewhere, but has said it would 
settle for 14d. followed by the chance of more at the hands 
of an arbitration tribunal. There were signs this week—they 
may still be false signs—that the contractors may be pre- 
paring to make an offer that could be anywhere between 
14d. and 2d. an hour. If they do so, it will be surprising if 
the engineering employers, whose confidence has been 
shaken already by the Ford Company’s decision to raise 
wages by more than 8s. a week, should fail to join the 
general upward movement. The effect that any such rise in 
costs would have on exports, and through them on employ- 
ment, is dangerously uncertain. The Government can 
rightly claim that its successes in the past two years have 
been at least partly achieved by-disinflation through public 
authorities’ exertions ; it is a sad commentary that some of 
the fruits of these may now be going to be lost by cost 
inflation through public industries’ example. 


Clean Sheet in Kenya 


HE good name of the British army in Kenya has been 
zr cleared by the court of inquiry. The court was a 
military one and was sent out to Kenya because of the 
disquiet caused in this country by the unpleasant practices 
brought to light at the trial of Captain Griffiths. There 
will be general relief that so far as British units are con- 
cerned all fears of widespread Black-and-tannery have 
proved groundless ; indeed the evidence brought before 
the court suggests that the British army is widely regarded 
by loyal Africans as their friend and protector. 
The inquiry has revealed only two black spots, and both 
have to do with units of the King’s African Rifles. Investi- 
gations are still in progress and comment would be 
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premature. But the fact that African units are concerned 
shows how unfortunate it was that the court’s terms of 
reference did not allow it to investigate the conduct of 
security forces outside the strict army command. Emotions 
are always more likely to get out of hand among the 
emergency police and other units (such as the Kikuyu 
Home Guard), which are often hurriedly thrown together 
and officered by men without the traditions and discipline 
of the regular army. 

Yet these units, simply because they have closer contact 
with the people, have it in their power to swing popular 
feeling away from the Mau Mau towards the forces of law 
and order. For this reason it is particularly desirable that 
there should be an investigation into the conduct of the 
para-military forces ho less rigorous than that which has 
cleared the British army. There should also be some hard 
thinking about the present system of divided command, 
which allows the right hand—the regular army—no control 
over what the left hand may be doing. 


How Not to Oppose 


N Wednesday, the Labour Party provided two more 
() object lessons in how to make oneself look silly when 
presenting an arguable case. Perhaps its members were 
bored with the technicalities of bank notes, baking and 
boffins’ rewards which had engaged the House’s attention 
on the previous two days. Their first fit of exuberance 
was when they opposed the second reading of the Landlord 
and Tenant Bill, on the ground that it made no provision 
for leasehold enfranchisement ; the principle of enfranchise~ 
ment, as defined by Sir Frank Soskice, is that leaseholders 
“should be entitled, at a price to be fixed, to become the 
freehold owners of the houses in which they and their fore- 
bears have lived.” The Government’s reasonable com- 
promise in this matter is that when a long lease comes to an 
end the leaseholder can stay on as a statutory tenant, pro- 
tected by the Rent Restriction Acts. Like most com- 
promises, especially those designed to clear up muddles 
arising from agreements that were entered into up to a 
century ago, this provides plenty of scope for intelligent 
argument about repair provisions, redevelopment, and the 
uncertainty caused by the presumed impermanence of statu- 
tory rent restriction ; but Labour spokesmen submerged all 
this in fiery allegations of a “ wicked ramp,” of the land- 
lords’ submission of the “ biggest wage claim in British 
history ” and so forth. Why Socialists, of all people, should 
think it better to borrow capital than to pay rent, nobody 
explained. The Liberals, who are also attached to the 
principle of leasehold enfranchisement, voted with the 
opposition in the eventual division, which the Govern- 
ment won by 288 votes to 264 ; but they must have been 
made to feel that they were voting in queer company. 

Immediately after this debate, Mr Hale moved for an 
address praying that the Aliens Order, 1953, should be 
annulled, in order to curb the Home Secretary’s powers 
over aliens coming to or living in this country. This was 
backed up by a thesis, which was presumably meant to be 
funny, that “ before long new Huguenots would be coming 
from the seaboard of America as refugees from 
McCarthyism ”; but it was really based on quite genuine 
public doubts about the wisdom of the Home Secretary’s 
recent refusal to allow foreign delegates to the conference 
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of “ Teachers for Peace” to land in this country. When 
questioned about this last week, Sir David Maxwell Fyfe 
said that only seven Belgians, four Frenchmen and two 
Germans had been turned back; and he stated as an 
apparently immutable principle that he will not admit 
foreigners to attend meetings that are instruments of Com- 
munist propaganda, although individual Communists are 
quite rightly) allowed to come here to talk private and 
unorganisd nonsense. But was it really worth while to give 
so much publicity to an obscure conference and so much 
work to the unfortunate officers who had to shrimp for 
these people at the ports ? 


A Tweak from the Caudillo 


ENERAL FRANCO’S protests against the forthcoming visit 
. of the Queen to Gibraltar are a waste of time. On 
no question of foreign policy is it so easy for a British 
Government to get support from all sides as on this matter 
of the Rock. Not even Mr Bevan will be found expressing 
in the Madrid press his dislike for British imperialism. 
It is not difficult to understand the General’s motives. 
With large sums of dollars available for building bases, with 
American ministers speaking of all-out partnership, with 
the French worried in Morocco and the Arabs girding at 
the British—the time is felicitous for cutting a figure in 
the Mediterranean. He has watched carefully events in the 
Middle East and has doubtless judged that this is a good 
moment to take his turn at twisting the lion’s tail. The 
lion. it is true, has doubts on some matters and his left 
and right legs sometimes show a lack of muscular co-ordina- 
tion which enables a skilled lion-tamer to turn him over 
on his back. But there are no doubts on the issue of 
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Gibraltar and General Franco has achi¢ved nothing more 
than a timid tweak. 

He has already hurt himself in the process. The students 
of Madrid were ordered by one voice of authority to demon- 
strate in the streets in their thousands. only to find that 
another voice had told police and guards to break them 
up. Their patience, too, must be exhausted. 


Soviet General—Retired 


OVIET generals who are bowler-hatted do not normally 
S indulge in arm-chair strategy. Last week, however, the 
official daily newspaper Izvestia published a long article 
on the shape of a future war signed “a retired general.” 
Since a bourgeois Blimp could not easily find favour with 
the editors of Izvestia, these anonymous views on future 
strategy must be regarded as an expression of Soviet ways 
of thinking. 

The article starts with the familiar attack on “ American 
apologists of a policy of strength ” which, if followed con- 
sistently, must lead to war. The outcome of such a struggle, 
writes the general, is far from certain, for the war would 
be carried to the American continent. Postwar develop- 
ments in “aviation, jet weapons, and submarines” have 
shown that the Atlantic Ocean would provide in future 
no more protection than the English Channel did in the 
war against Hitler. It is not, however, concluded that 
atomic developments will make it possible to dispense with 
land forces. The general does not believe in a push-button, 
long-distance struggle, and is scornful of all the “ peri- 
pheral,” “global,” “ transoceanic” or “ intercontinental 
strategies.” War, in his opinion, cannot be waged without 
mass land armies, and the “ United States, despite their 
economic resources, cannot wage it alone.” He therefore 
describes EDC and all other regional plans as American 
attempts to mobilise all the necessary cannon-fodder. 

It is significant that Moscow should argue in these terms 
when the idea of withdrawing from overseas and covering 
allies by the threat of devastating atomic retaliation is gain- 
ing ground in the United States. Perhaps Soviet generals 
are battling as sturdily for large armies as American 
admirals for large battleships. Or perhaps Soviet and 
American strategic thinking—and imagining—are so far 
apart that neither government can really appreciate the 
military motives of the other. If American ideas develop 
further on present lines, the time may come when a United 
States government will be considering the very decision 
that the Russians have been clamouring for since 1948—the 
withdrawal of American troops from the mainland of 
Europe and Asia. It is to be hoped that it will exact some 
price from the Russians beforehand. 


Malayan Wages Fall 


ALAYA, like Britain, is having its wages troubles. This 
week’s award by Mr Justice Taylor on the wages 

of rubber plantation workers, however, unlike anything that 
could happen in Britain, marks an official reduction in the 
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basic rates; the daily rate of field- workers is to go down 
from $2.10 (Malayan) to $1.95, for checkroll tappers from 
$2.50 to $2.25, and for contract tappers from $2.80 to 
$2.25. These are large reductions and they come at a 
moment of recession rather than of prosperity. The reason 
for the award is that plantation wages are fixed by agreement 
between the employers and the trade unions, on a sliding 
scale which moves according to both the price of rubber 
and the cost of living index. And rubber had lately fallen 
below even the bottom of the previously agreed scale. 


It is one thing to arrange that wages should fall in certain 
circumstances and another to see that they really do. In 
Malaya there has long been a tradition of variable wage 
rates ; the price of rubber is notoriously volatile and boom 
can give way to slump very quickly. Moreover, in periods 
of depression it is financially impossible for the less efficient 
estates to maintain large numbers of workers on their pay- 
rolls. But the fact remains that big reductions in both 
wages and the volume of employment are extremely 
unpalatable, as much to the individuals affected as to the 
general economy of the country in which they live. It is 
not, therefore, surprising that the Malayan rubber workers’ 
unions are to hold a poll of their members to decide whether 
they will accept the recent award. The result should be 
known about the middle of February. 


Whichever way the verdict goes and whatever its conse- 
quences, this is a situation which should drive home once 
again—and this time in specific terms—the lesson that it 
is dangerous to divorce economics from politics. Tremen- 
dous efforts have been made to beat Communist terrorism 
in Malaya, and their relative success is compelling the Com- 
munists to adopt more subtle political tactics. The depres- 
sion created by the fall in rubber and tin prices provides 
them with a situation which they may yet be able to exploit 
much more effectively than they have done so far. Is it 
till impossible for the Americans, in spite of their well- 
understood desire to retain a large synthetic rubber industry 
for reasons of defence, to give more weight to the political 
consequences in South East Asia of a reduced demand for 
natural rubber ? 


Butter Prepares for Battle 


FTER May 8th the battle of butter against margarine 
A will begin in earnest, untrammelled by rations and 
restrictions. ‘The new branded margarine, probably selling 
3t about 1s. 1od., will be a formidable opponent ; but that 
very fact will keep butter cheap. The butter price may 
rise fairly sharply at first’ as the subsidy comes off and 
everyone indulges the new freedom to buy. It will not be 
urprising, however, if it eventually settles down, even 
without the subsidy, at 3s. 3d. or 3s. 6d. per Ib, compared 
with the present subsidised price of 3s. 4d. The producers 
1re determined to scotch the idea now creeping about the 
world that butter is a luxury ; they are alarmed at what has 
happened in the United States, Germany, and more 
recently, Belgium, where high-grade margarine has gone far 
towards displacing butter from many working-class and 
middle-class tables. 


The derationing of butter, fats and cheese will leave only 





309 


meat on the ration, and that ration will be inoperative 
again in four or five weeks’ time when mutton starts 
pouring in from New Zealand. It may be officially dis- 
continued soon after. The summer months will therefore 
see the axe laid to the local offices of the Ministry of Food, 
but there will not be a reduction of staff in Whitehall, 
where much new work is bound to be created by the 
deficiency payments scheme. 

The farmers are likely to urge that the work that remains 
should be brought under the umbrella of the Ministry of 
Agriculture. That, however, would be a great mistake, A 
Minister of Agriculture inevitably tends to see things from 
the producers’ point of view ; otherwise he does not remain 
a Minister for long. So long as the nation is paying 
£250 million or more in agricultural subsidies, it is essential 
that there should be a Minister of Food to speak for the 


consumer, 


Farmers’ Lament 


a resolutions passed by the National Farmers’ Union 
at its annual general meeting this week strove hard to 
give the impression that agriculture is facing hard times 
and is in danger of being abandoned by an ungrateful 
Government. One resolution deplored the failure to hold 
a special price review after the recent wage award, and 
made the usual request for prices that will give farmers 
“a fair profit”—the implication being that present prices 
fail to do this. Another resolution singled out egg prices 
as “ completely unrealistic ” and demanded that they should 
be fixed at an “economic level.” Since the Ministry of 
Food is at present losing over £1 million a week in subsi- 
dising the sale of home-grown eggs at a price which con- 
sumers will pay, this resolution seems very sensible—until 
it is realised that the farmers have a higher and not a lower 
price in mind. The Government was also rebuked for not 
providing more definite schemes for agricultural marketing, 
although it has in fact conceded the principle of producers’ 
marketing boards for several important commodities. 


The union’s annual meeting is an opportunity for 
farmers to put forward their maximum demands in prepa- 
ration for the price negotiations with the Government, 
which are about to begin and which this year will be 
especially crucial. Attitudes struck on this occasion must 
therefore be taken with more than a pinch of salt. A 
deeper significance, however, needs to be attached to the 
resolution that called for renewed restrictions upon imports 
of agricultural produce. This resolution reflects the 
farmers’ genuine fear that Government guarantees to agri- 
culture will not be continued on their present generous 
basis once their cost to the taxpayer has been made clear. 
If imports were to be closely regulated, retail prices would 
inevitably rise to a point where the cost to the Exchequer 
of subsidising each unit of home-grown food would be less 
than at present. But this would mean that British con- 
sumers would be denied most of the benefits of falling 
world prices and increasing world surpluses, in order to 
keep up the prices of home-grown food. Sir James Turner 
offered the nice slogan of “ordered abundance” as a 
euphemism for this policy of planned scarcity. 
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Calm at Lagos 


“HE meetings of the resumed Nigerian constitutional 
T conference are being held in private. Nevertheless, if 
anything dramatic had occurred, it would soon have become 
widely known, and the absence of reports of a walk-out 
by any of the delegates gives ground for hope that so far 
the conference is making good progress. Two things only 
may foreshadow a future clash. First, Mr Awolowo, the 
leader of the Action Group, refused to take part in 
the welcome to Mr Lyttelton on the first day of the 
conference—presumably to mark his continued 
displeasure with the Lagos award ; secondly, Dr Azikiwe, 
Nigeria’s most prominent nationalist, this time attends 
the conference as leader of government in the eastern 
where his party recently won an overwhelming 
victory in the regional elections), and therefore as a 
delegate with the same status as Mr Awolowo. 

Another feature of 
the recent elections 
in the east was 
that Dr Endeley’s 
Kamerun National 
Congress won all of 
the thirteen seats 
allocated to the 
Cameroons. At the 
London conference 
in August, Dr 
Endeley put forward 
a claim for separate 
status for the Sou- 
thern Cameroons, 
which at present form part of the eastern region. The 
delegates from the Northern Cameroons wished their terri- 
tory to remain part of the northern region. Mr Lyttelton 
agreed in principle to both these requests, provided that 
Dr Endeley’s demand for separate status was endorsed at 
the regional elections—as it has been. A new constitution 
for the Southern Cameroons has accordingly been put 
before the conference at Lagos. 

Briefly, this constitution would give the territory its own 
legislature and executive council. But the territory would 
not rank as a separate region because it is too small to 

nd on its own financially. Instead, it would be “ quasi- 
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federal territory,” and would have to be given financial 
help by the federal government, which, for its part, could 
demand guarantees of sound administration. The territory 
would be represented in the federal House of Representa- 
tives by six members and, as at present, it would have one 
minister in the central Council of Ministers. The pro- 
posals should offer an acceptable scheme for keeping the 
Cameroons within the Nigerian Federation, while acceding 
to the wish of its people, who are Bantu, not to be 
dominated by another African people—the Ibos of the 
eastern region. The compromise is one more illustration of 
the difficulties, referred to in an article on page 302, of 
making nations out of a motley of tribes. 


Foreign Office Nightcap 


OR twenty-eight minutes last Thursday the House of 
Commons, on a motion for the adjournment, discussed 

the idea of an Atlantic Assembly which would bring Ameri- 
can, Canadian, European and British parliamentarians 
together to consider their common problems. That is to 
say, Mr de Freitas offered a warm and carefully arranged 
dish on which Mr Nutting, Joint Under-Secretary of State, 
poured cold water. The result in Hansard is a soggy mess. 


The Foreign Office argument appears to be of a niggling, 
caught-you-out-there kind. The Council of Europe, said 
Mr Nutting, is better than most people admit ; it could not 
live in the shadow of an Atlantic Council ; therefore there 
should be no Atlantic Council. This enthusiasm for the 
Council of Europe is something new and appears to be a 
serious rival to the enthusiasm for a more fully developed 
Atlantic association that Mr Eden has recently expressed. 
If so, there seems to be some lack of realism among Mr 
Nutting’s advisers. If the European Defence, Political and 
Coal-Steel Communities come to anything, they will pro- 
duce a tight political association of six nations which will 
certainly leave little for the Council of Europe to do. 
Britain is then liable to find itself in the predicament of a 
solitary dancer who has got left out of a Paul Jones. 
Quite apart from that prospect, it is strange that British 
policy has no ideas for tightening the links between Europe 
and North America. The future of the North Atlantic 
Treaty Organisation needs far deeper and bolder thought 
than ministers have yet given it. Mr de Freitas should not 
be discouraged. 


Substitute for Development Councils 


12 development councils set up in many British 
industries as a result of the Industrial Organisation 
and Development Act of 1947 have neither fulfilled the 
hopes of Sir Stafford Cripps and his colleagues that they 
would serve as powerful engines of modernisation, nor 
justified the fears of business men that they would prove 
the thin end of the wedge of public control. The new 
Industrial Organisation and Development Bill, introduced 
this week, does not affect these councils in any way; it 
merely strengthens the powers of substitutes for them. The 
portion of the 1947 Act to which it is relevant is section 9, 
under which industries without a development council 
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Perpetual...service 


In his attempt to attain the unattainable — 
perpetual motion—man found his way to the 
fundamental principle of the conservation of 
energy. In modern diesel engines and electrical 
plant the ‘unattainable’ has come very close to 
achievement. And today the engines and the 
plant are being applied to the services for 
mankind to which the search for perpetual 
motion was dedicated—the raising of water, 
the fertilising of deserts, the moving of ships 
across water, the grinding of corn. 
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THE BRUSH GROUP is the world’s largest 
exporter of industrial diesel engines. Many of 
them go to parts of the world where civilisation is 
little more than a clearing in the jungle. Here, 
diesel engines and electrical plant mean more 
than just a new source of power, they signify hope 
and the chance ofa life free from drudgery. Every 
year BRUSH GROUP equipment goes from 
Britain to help make the earth more fruitful, to 
bring light and power to undeveloped areas, to 
modernise locomotion. Every day, every hour, 
BRUSH GROUP plant is at work somewhere 
across the world, improving living conditions, 
giving perpetual service to mankind. 
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THE BRUSH GROUP 


Manufacturers of diesel engines and electrical equipment for agricultural, traction, industrial and marine purposes 


THE BRUSH ELECTRICAL ENGINEERING CO, LTD, * HOPKINSON ELECTRIC CO, LTD, + J, and H, MCLAREN LTO, 
PETTERS LTD, © THE NATIONAL GAS and OlL ENGINE CO, LTD, + MIRALEES, BICKERTON and DAY LTD, 


DUKE’S COURT - DUKE STREET - ST. JAMES’S - LONDON - 8.W.1 + AND THROUGHOUT THE WORLD 
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could be required by the’ Board of Trade, or other appro- 
priate body, to pay a levy for three specified purposes :/ the 
promotion of scientific research, the promotion of export 
trade, and the improvement of design. 

The present Bill extends that minimum by adding to 
the three purposes listed in section 9 the other functions 
assigned to the development councils themselves ; these 
include consumer and managerial research, training, the 
improvement of costing and accounting practice, stan- 
dardisation, statistical records and publicity. The Bill thus 
represents, from one aspect, a considerable and potentially 
beneficial strengthening of the original Act and a recogni- 
tion by the Conservative Government of its usefulness. 
From another aspect it appears as a retreat from the idea 
of the development council ; the greater the success of the 
alternative procedure, the less the need and the incentive 
for industry to reconsider its dislike of Sir Stafford Cripps’s 
brainchild. 

From a third point of view, however, there is some reason 
to distrust the new Bill. . The 1947 Act allows development 
councils—and thus, under the Bill, makes a proper subject 
for a compulsory levy—the flinction of “ promoting 
arrangements for . . . co-ordinating production, and for 
marketing and. distributing products.” This could lend 
support to an outburst of cartelmongering in the worst 
Tory tradition. - The development councils are statutorily 
provided with an independent chairman and a minority 
of independent members as well as an equal representation 
of workers in the industry. Under the alternative procedure 
there is no such safeguard for the public interest. Every- 
thing depends on the “ authority named” (Board of Trade 
or other) and on the body to which that authority entrusts 
the funds raised by statutory levy. The matter may be 
cleared up in debate. -It certainly needs watching. 


Developing Guiana 


OMMUNISM, -it is often maintained, so far from being 
¢ caused by poverty, only becomes a real menace in 
countries that are slowly lifting themselves out of the 
trough. British Guiana may be a case in point. Political 
unrest found expression at the very moment when most was 
being done to improve its economic lot. The International 
Bank’s recently published report* on the colony shows that 
although the population has been increasing at the tremen- 
dous rate of 3 per cent a year (largely because the country 
has been cleared of malaria-carrying mosquitoes) prosperity 
has more than kept pace. Real national income has recently 
been increasing by just under 5 per cent a year, and income 
per head by 2 per cent a year. 

If the five-year development programme outlined in the 
report goes through, there is every chance that material 
progress will continue, and even be speeded up. But this 
can only be done by a big expansion in the colony’s pro- 
duction, and exports; of rice and sugar. The mission 
recommends that development should largely be concen- 
trated on these two staple crops grown along the coastal 
strip. Drainage, communications and research into 


*The Economic Development of British Guiana. Report of 
a mission organised by the International Bank for Reconstruction 
and Development. The Johns Hopkins Press (London: Geoffrey 
Cumberlege). Pages 385 


$6 or 48s. 
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improved cropping methods are the first priorities ; hopes 
of tapping the colony’s inland wealth and of expanding light 
industries must wait. Relatively less should be ‘spent on 
social welfare and more on productive investment. 

This is not a popular programme, and it could easily be 
wrecked if the government in power was one that ignore 
the fundamentals on which the colony’s prosperity depends 
—the protected market for West Indian sugar given by 
Britain and the fostering of a favourable climate for foreign 
investment. Presumably the problems raised by the report 
have been discussed by the Governor, Sir Alfred Savage, 
on his recent visit to London. The only way to keep the 
colony on the political highroad is for local non-Communist 
politicians to capture the popular imagination. At present 
the United Democratic Party has no field organisation to 
compare with that of the still entrenched People’s Pro- 
gressive Party, and seems to lack purpose and confidence. 
It will not succeed until it can show that it is both united 
and democratic and a party. 


Coaches in Confusion 


HEN is a bus-load of people a “ private party” going 

\ \ out for a “ special occasion” ? Lawyers have been 

asking this riddle for over twenty yéars, and it would seem 

from a parliamentary answer given by the Minister of 

Transport last week that it is still causing headaches in 
his Ministry. 

The riddle arises from the provisions of the Road Traffic 
Act of 1930 about the licensing of road passenger services. 
Buses and coaches on regular services have to be licensed, 
and so, too, do coaches running excursions ; but coaches 
that have been chartered (defined as “ contract carriages *’) 
do not need a licence, provided that they are carrying a 
private party on a special occasion. But there was soon 
a legal debate about what was a special occasion. Special 
to the trippers—their annual picnic? _Or special to the 
destination—Blackpool illuminations ? Originally, most 
people thought it meant the former, but in 1933 the High 
Court declared for the latter interpretation. In the 1934 
Act Parliament tried again to define what it wanted. 
This led to new. absurdities, and meanwhile a black 
market in unlicensed public transport was appearing. 
In 1951 another High Court decision confirmed the narrow 
interpretation of a special occasion, by ruling that a bus 
which carried people from a holiday camp to the station 
was in need of a licence. 

It was one of the main tasks of the Thesiger committee, 
whose report* was published early in December, to suggest 
ways of clearing up this legal confusion. It proposed to 
get out of the difficulty by doing away with the exemption. 
It would continue to exempt cars, seating eight people or 
less, but would introduce a simple licence for public service 
vehicles. The Minister of Transport, however, under- 
standably does not want to impose a new control in a field 
where there are already far too many controls anyway. 
Mr Lennox Boyd’s answer in Parliament last week suggests 
that the Government would prefer to seek agreement once 
again on what is a special occasion. This time it will need 
to get the definition right. 


* The Lieensing of Road Passenger Services. HMSO. 3s. 6d. 
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sections 46 and §5§ read together, these 
fact treated for estate Gauty pur- 
poses as one person. Many think, 


among them, that that is the most 
arsh application of all. It was clearly 
ended to deal with family estates 
ormed into a company to avoid death 
duties, yet it has been made to apply to 
all estates of partners in businesses of 
ble size where a private limited 
company is formed. Because of this, 

partners, related or unrelated, 
mes even antagonistic, are treated 
as one person for the purposes of the Act. 
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Crisis Over Port 


correspondent finished his 


ticle of December 30th on an unneces- 
sarily pessimistic note. On the subject 
port duty, he says: “ But it would 
take more than any reduction... to 
restere port-drinking to its former posi- 
tion in a Britain that has lost the habit.” 

Because of the import duty, Britain 
may have lost the habit of drinking port: 

has certainly not lost the taste. In a 
survey on alcoholic drinks carried out 


in 1949, §6 per cent of those interviewed 
said they liked port, a figure second only 
to that given for beer. In the same 
survey, to the question: “If wine prices 
were reduced, which wines would people 
drink more ?”, the highest percentage, 
§2 per cent replied: “ Port.” 

None of us in the trade hopes for a 
reduction of import duty from Sos. a 
galion or 8s. 4d. per bottle to the prewar 
level of 1s. 4d. a bottle. We would, 
however, like to see the traditional 
balance of 1 to 2 restored between import 
duties on light and heavy wines. The 
duty on light wines was reduced by Sir 
Stafford Cripps during his term of office 
as Chancellor of the Exchequer to 13s. a 
gallon, or 2s. 2d. per bottle. The 
Exchequer has been more than com- 
pensated for this wise move. 

It is not too much to hope, surely, that 





c ‘ C ures I have gu tec } rf 
c east a large proportion of 
success that has been achieved by 
cht table es since the reauction ol 
1€ir imp cul 

] = Nx I ‘ c Week Ue ps nt out 
t] he port advertising campaign has 
> e some fruit This was done on a 
eI dest budget. If a sumulus cf this 
ature can produce such results, how 
ul nore ef Cc c Vf ulc De the Girect 
appeal of.a price-cut.—Yours faithfully, 
R. W. Gopson 

Port Wine Trade Association, E.C.3 


Made in Sheffield 


Sir—It is much to be regretted that your 
Special Correspondent, writing in your 
issue of January 16th, should have made 
a Statement concerning Sheffield’s civic 
pride which is so grossly inaccurate as 
to be quite inexcusable. He writes, 
“Its Corporation have not even managed 
to make a worthy collection of Old 
Sheffield Plate.” 

In fact, Sheffield Corporation pos- 
sesses the largest and finest collec- 
tion of Old Sheffield Plate in the 
world This collection is housed 
and displayed in the City Museum, 
a modern building of considerable 
distinction, which, like its contents, 
to h 


seems have escaped your corre- 
spondent’s notice. In 1943 Sheffield 
Corporation purchased the  world- 
famous collection of Old Sheffield 


late made over a period of some so 
years by Mr Frederick Bradbury, author 
of “ History of Old Sheffield Plate ” and 
the greatest authority on the subject. 
The collection now owned by the Cor- 
poration and displayed at the City 
Museum comprises about 1,200 speci- 
mens, and collectors, dealers, 
designers and students from all parts of 
the globe.—Yours faithfully, 
H. RAYMOND SINGLETON 
Director 
Sheffield City Museum 
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Services Not Servants 


Sir—I was first amused and then some- 
what disturbed by an article in The 
Economist of October 31st. It implied 
that services and goods available in New 
York City or one or two other of the 


larger cities are available gencrally 
throughout the country. There are 


places that not only do not have the 
heated towel rails in those shiny bath- 
rooms, but do not even have the 
bathroom. 

May I give you a few facts on some of 
the services described in the article as 
they pertain to our small community ? 
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Lest anyone think we are in the back- 
woods, we are only 75 miles from New 
York City and 30 miles from Phila- 
dGelphia. For heating, those people who 
do not use anthracite use oil. It is true 
that these oil burners do operate practi- 
cally automatically. They also get out of 
order, usually on the coldest day in 
the winter.‘ It is true that the various 
companies supplying the oil also have 
a service guarantee policy for an annual 
fee, but the idea that they will send a 
repairman night or day leaves me with- 
out words. We have such a policy, but 
to get a plumber over when we need him 
we just about have to throw a cocktail 
party in his honour, and then likely as 
not he will complain about the hors 
d’ceuvre and run off without even look- 
ing at the heater. 

It may shock your special corre- 
spondent, but in our community I 
know of no place where you can put a 
coin in the slot and have a large block 
of ice or a bag of ice cubes clatter out. 
I know of no one in our neighbourhood 
who provides television meals—ugh !— 
or offers home delivery of meals at any 
price. I know of no drug store where 
you can get a whiff of oxygen for 25 
cents to cure a hangover, although if 
you or your correspondent can assure 
me that this gadget really works I am 
going to have one installed in our 
house. Finally, I know a number of 
people who should attend charm 
schools, but, unfortunately, I do not 
know of any schools that I might recom- 
mend to them. I am not sure what class 
I am in, but whatever it is I haven’t the 
faintest idea where I could go to get a 
lecture on how to go up or down. 

Seriously, I do think it is a great 
mistake to give the impression that 
everything is so easy over here that our 
bodies are atrophied completely, except 
for our fingers which get a great deal 
of experience pushing buttons.—Yours 
faithfully. 

J. O. J. SHELLENBERGER 
Ambler, Pa. 


Wages Cauldron 


Sir—In your survey of industrial rela- 
tions in the issue of January 9th you state 
that the Electrical Power Engineers’ 
Association has set up an Action Com- 
mittee to improve the status and salaries 
of “technicians” in electricity supply. 
In the ordinary way one would not 
bother to quarrel with the loose use of 
the term “ technician ” to describe tech- 
nical staff men, but it is as well to point 
out on this occasion that the ranks of 
the EPEA are, in fact, made up of pro- 
fessional engineers and technologists. It 
is because we believe that the position 
of the qualified technologist in electricity 
supply has worsened recently in relation 
to the clerical, accountancy and secre- 
tarial grades, and to some sections of 
the manual workers, that we have em- 
barked on our present campaign for a 
readjustment.—Yours faithfully, 

A. M. F. PALMER 
Electrical Power Engineers’ Association 

London, S.W.1 
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Retreat to Dunkirk 


THE WAR IN 
FLANDERS, 1939-40. 
By Major L. F. Ellis. 
Her Majesty’s Stationery Office. 425 pages. 
37s. 6d, 


FRANCE AND 


HAT is the lesson of this clear and 

judicious chronicle of six weeks’ 
fighting ? Was it the most dismal or 
the finest hour ? How is the fact that 
it covers sO many politicians with shame 
to be balanced against the fact that it is 
as full of gallant feats of arms as any 
volume of Fortescue ? To glory in the 
magnificent stubbornness of the retreat 
during May, 1940, and in the audacious 
efhciency that brought nearly 600,000 
men back to Britain is to obscure the 
lessons to which Major Ellis quietly 
points. 

The lessons are relevant at this very 
moment: the dangers of holding a long 
thin line against concentrations of 
armour which have the initiative; the 
fault of sticking to so-called strategic 
bombing when the army needs every 
ounce of air force co-operation; the 
uselessness—in the long run—of throw- 
ing half-trained and under-equipped 
reserves into battle against seasoned 
troops; the risks of allowing to a 
national commander, who is under the 
orders of another national commander 
in an allied army, the right of appeal 
to his own government. Those who 
have to weigh these matters in Supreme 
Allied Headquarters and in Whitehall 
should read this volume’s account of 
how two territorial divisions faced 
between Scarpe and Somme seven 
German armoured divisions on a thirty 
mile front. They had been on construc- 
tion work, were half-trained, were not 
equipped as fighting divisions, had no 
artillery and lacked adequate transport, 
signals organisation and administrative 
units. Each division was at half 
Strength, and the 23rd division fought 
with 13 guns from a Royal Artillery 
instruction school, of which 11 could 
be fired only over open sights. Such 
facts are more easily forgotten nowa- 
days than the superb performance of 
the regular battalions. Likewise the 
futility and muddle that marked the 
heroic defence of Calais are less com- 
fortable to ministerial memories than 
the brilliance and technical superiority 
of the British fighters over Dunkirk. 

The indictment to be drawn is, of 
course, incomplete. There are two 
volumes in this series to come, on the 

Grand Strategy” that created a last- 
minute. commitment on the Continent 
and allowed a weak French army to 
Provide the hingé on which the BEF 


swung into Belgium. (The original plan 
of the Conservative cabinet was to have 
a token force of only two divisions in 
France and to fight the war mainly in 
the air and at sea.) And there are two 
volumes to come—they are bound to be 
controversial—on the war at sea and the 
Strategic air offensive. But what is 
important to remember is the very 
narrow squeak of 1940, the jeopardising 
of an inadequately supported regular 
army and the way in which calculations 
about how the war would go were 
upset. After all, the Belgians, British 
and French had 134 divisions against 
the German 136 ; but Holland was over- 
run in five days, Belgium in 18, and 
France in 46. 

The materials for a provisional judg- 
ment are well set out in this volume, 
which is much more readable and 
succinct than it looks. It is clearly and 
elaborately mapped ; there is a thorough 
analysis of the British forces engaged ; 
an appendix gives in German relevant 
quotations from enemy documents on 
the campaign ; a supplement examines 
the German conduct of the operations ; 
and the author passes, in a_ special 
chapter, modest but penetrating judg- 
ments on the British conduct of the 
campaign. Here he shows no recrimina- 
tion and marked fairness. Perhaps he is 
too kind to Lord Gort and a little too 
unkind to Weygand ; but he shows full 
understanding of the difficulties of the 
RAF in a role for which they had not 
been trained. He is generally satisfied 
with the equipment of the BEF, which 
is surprising, but criticises the lack of 
armour, the bad wireless equipment, the 
inadequate intelligence organisation and 
the lack of air reconnaissance. Here is 
his final verdict: 

So small an army as the British Expedi- 
tionary Force could not, however, have 
done more than it did had it been 
perfectly equipped. Its front was never 
broken. It fulfilled the task laid on it 
by the French High Command. It stood 
in the path of Bock’s advance [in the 
north]. So long as it was fully engaged 
in doing this it could not also do some- 
thing else ; the closing of the breach in 
the French front to the south had to be 
done, if at all, by the French. It was 
only when it had become clear that the 
French could take no effective steps to 
close the breach and the Belgian defence 
was on the point of collapse that the 
British Government ordered withdrawal 
to the coast for evacuation. 


In other words the Weygand counter- 
attack plan was never possible, and 
Lord Gort showed good judgment in 
foreseeing the need to withdraw to the 
coast—better judgment than was some- 
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times shown by those in -Londen who 
sent him advice and orders, which now 
read a little like Hitler’s orders im 
1944-45. 

Deeply interesting and quite decisive 
is Major Ellis’s demolition of the noticn 
that Hitler, for political reasons, deliber- 
ately spared the British forces around 
Dunkirk. On May 23rd Rundstedt had 
five armies dangerously spread ; his ten 
armoured divisions were scattered and 
had suffered heavy losses. He wanted 
to turn south against the French in com- 
pact and orderly fashion so as to make 
sure of the Atlantic ports. He was not 
interested in being the anvil below Dun- 
kirk while Bock brought the hammer 
blow from the north. It is clear from 
the German documents that Brauchitsch, 
the Commander-in-Chief, his Chief-of- 
Staff Halder, and the two Army Group 
Commanders disagreed about what 
should be done. Moreover, neither 
Guderian nor Kleist believed that tanks 
should attack in the difficult Dunkirk 
terrain. If the British Army was spared 
to fight again “it was a failure of the 
professional soldiers and the Army High 
Command.” Hitler, be it noted, sup- 
ported Rundstedt in his decision to 
pause and regroup. So much for a 
mischievous postwar German legend. 
Major Ellis, in this as in most other 
respects, has done a balanced and 
thorough job in lucid, sometimes 
graphic, English. 


Historical Evidence 


ENGLISH HISTORICAL DOCU- 
MENTS. VOL. VIII, 1660-1714. 


Edited by Andrew Browning. 
Eyre and Spottiswoode. 966 pages. 80s. 


HIS is the second massive volume to 

be published of an ambitious series 
designed by its general editor, Professor 
David Douglas, to make the basic 
material for English history “ exten- 
sively available in bulk to a wide public.” 
Twelve volumes are projected, each com- 
prising about a thousand pages and cost- 
ing £4. Editorial comment is concerned 
only with making the documents intel- 
ligible and not with drawing conclusions, 
for the aim of the series is to enable the 
public to check, by reference to the 
original evidence, “tendentious or 
partial” interpretations of the past. But 
it is arguable that the public is more 
likely to be protected against mis- 
interpretation of the past by free dis- 
cussion among historians than by the 
publication of selected sources on this 
scale. The volume of original evidence 
for the more recent periods is so great 
that it is difficult to see how any selec- 
tion, even with half a million words at the 
disposal of each editor, can be as authori- 
tative and comprehensive as is claimed. 
Any selection is necessarily partial and . 
individual ; and historians are always 
asking new questions and exploiting new 
sources. 

Professor Browning’s selection of 
documents for this volume is varied and 
lively, illustrating constitutional and 
ecclesiastical issues, methods of public 
finance, social life and foreign policy, 








S1é 


concluding pleasantly with contemporary 
character sketches of the leading person- 
alities. Yet, wide as this selection is, it 
cannot do all that the general’ editor of 
the series has claimed. It is difficult, 
for example, to see how a reader could 
use this volume to check the sympathetic 
study of the Tory party by Professor 
Feiling, whose account depends largely 
on sources untapped by Professor 
Browning. The editor’s special know- 
ledge of the reign of Charles II has 
enabled him to include some highly 
interesting material illustrating parlia- 
mentary management by Arlington and 
Danby. But politics in the reigns of 
William III and Anne, when the use of 
influence was such a controversial issue, 
receive more cursory treatment. 

During the latter part of this period 
England was engaged in the biggest 
continental campaigns since the Hundred 
Years’ War; but this selection throws 
little light upon the political and social 
effects of financing the struggle. “The 
heavy burden of the late long and expen- 
sive war,” ran an act of 13 Anne, “ hath 
been chiefly borne by the owners of the 
land of this kingdom, by reason whereof 
they have been necessitated to contract 
very large debts.” Writers such as 
Davenant and Swift betray very clearly 
the resulting political fissures, yet their 
comments are not included by Professor 
Browning. Mercantilist pamphlets, 
which helped to inflame public opinion 
against France, are omitted, while the 
European trades, important in themselves 
and for their influence upon Anglo- 
French rivalry, are neglected. Again, it 
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is surprising to find only twelve pages of 
desultory observations in the section on 
science, education, scepticism and super- 
stition, and startling to discover virtually 
nothing from the writings of the Marquis 
of Halifax. Nevertheless Professor 
Browning has brought together a great 
deal of material for which any student 
of this period will be grateful. The 
bibliographies are admirably thorough 
and intelligently set out, though the 
index is inadequate. 


An Atomic Steward 


REPORT ON THE ATOM. 
By Gordon Dean. 
Eyre and Spottiswoode. 288 pages. 16s. 


‘OR three years, from 1950 to 1953, Mr 
Gordon Dean was chairman of the 
United States Atomic Energy Commis- 
sion, during one of the less controversial 
periods in its history. He is a.sensitive 
and compassionate man, as well as a com- 
petent administrator, and this book is, 
probably unconsciously, a record of the 
effect of close contact with this gargan- 
tuan and awe-inspiring enterprise upon 
a temperament such as his. So few non- 
scientific men have been in the privi- 
leged position of attending the inner 
councils of the atom that this _half- 
personal, half-documentary report is the 
first accurate description of the growth, 
planning and running of such an 
organisation as seen through their eyes. 
Scientists take care of the technicalities ; 
but the task of supervising the transla- 
tion of their atomic formulae into steel 
and concrete, into teams of men and 
women, and expressing the whole in 
dollar notation, the task of keeping the 
correct balance between soaring scientific 
ambition and the country’s other needs, 
rests on the scientists’ colleagues and 
ultimately on the chairman. Throughout 
his description of this fantastic dream- 
world, certain major problems of policy 
recur, problems to which Mr Dean puts 
forward his own _ solutions, distilled 
from his experiences. 

Mr Dean conveys much of his wonder 
at the monstrous size and speed with 
which the new industry developed. When 
present schemes are completed, a total of 
$9,000 million will have been invested in 
less than a decade in the plants needed 
to transmute crude uranium ore into 
complete atomic weapons. This. “ well 
exceeds the combined capital investment 
of General Motors, US Steel, du Pont, 
Bethlehem Steel, Alcoa and Goodyear,” 
the giants of American industry, but it 
represents the minimum investment 
compatible with the country’s security. 
Mr Dean believes, as do many in this 
country, that a substantial stockpile of 
atomic weapons is the only possible 
insurance against the prospect of a war 
of extermination too horrible to con- 
template. The deterrent powers of 
atomic retaliation are debatable, but, in 
a thoughtful chapter on atomic weapons, 
Mr Dean asks whether the United States 
has not been manceuvred into an attitude 
of reasoning where 

it becomes less of a crime wantonly to 

invade your neighbour, burn his cities 
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and murder his women and children than 

it does to use an atom bomb in your own 

defence working ourselves into a 

position where the most important 

single ingredient in our defence arsenal 
was tucked away where it couldn’t be 
taken out, except under the most extreme 
conditions, without a good deal of soul- 
searching at home and a loss in our 
reputation for morality abroad. No one 
appreciated this situation more than the 

Russians. By means of it, they were 

given a muck greater freedom of action 

in the postwar world than they would 

otherwise have enjoyed. 
A stricture like this, when it comes 
from so fundamentally reasonable a 
man, cannot be brushed aside as another 
manifestation of American atomic 
jingoism. Mr Dean, unlike most advo- 
cates of atomic sdbre-rattling, knows 
what he is writing about. 

For the same reason, his misgivings 
about the administration of the Ameri- 
can atom enterprise deserve to be read 
with care.. Mr Dean is far from happy 
at the creakings of the Atomic Energy 
Commission’s administrative machine. 
Cost estimates go inexcusably wide of 
the mark. Terms offered to companies 
that undertake development, construc- 
tion and operation of the plants as the 
commission’s agents are unsatisfactory 
and are accepted only through mixed 
motives of patriotism and an urge to 
get in on the ground floor. Tussles 
with Congress over the commission’s 
annual budget, when it has already had 
to commit itself to expenditure for 
several years in advance, is only another 
instance of how the lusty infant in Mr 
Dean’s care kept bursting out of the 
swaddling clothes wrapped round it by 
a doting Administration and an awe- 
struck Congress. He is convinced that 
the sooner private industry is allowed 
to take over responsibility for develop- 
ment, especially now that the world 
stands on the threshold of atomic power, 
the better both for the atom industry 
and the American taxpayer who foots its 
mammoth bills. 

On the question of secrecy, Mr Dean 
has an admirable sense of perspective 
that enables him to see the atom in its 
correct proportions. He drives home 
with considerable force the argument 
that the atom is not “ Made in USA” 
and its appearance in Russia is not due 
to treachery alone. Secrecy has not 
prevented atomic progress elsewhere. 
Other countries, using scientific know- 
ledge open to all, are rapidly catching up 
on American developments, without any 
help from American know-how. There 
is a world of difference between a 
reasonable exchange of information 
between friendly rivals, and the barring 
of doors to all comers, and Mr Dean 
realises that both industry and science 
are certain to lose their vitality in an 
atmosphere of stifled secrecy. 

Britain is now at the point reached by 
the United States in 1947 when the 
military authorities handed the atom 
over into the keeping of the civilian 
Atomic Energy Commission. Last week 
an Official account of the building of a 
pilot industry was published by Her 
Majesty’s Stationery Office (“ Britain’s 
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Atomic Factories,” §s.). Soon a cor- 
poration will be set up to take over 
responsibility for this venture from the 
Ministry of Supply and to pilot it 
through to adult status. Mr Dean 
writes with a deep sense of mission, and 
British administrators need not be too 
proud to learn from his experiences. 


Solitary Poet 


THE EGOTISTICAL SUBLIME: A 
History of Wordsworth’s Imagination. 
By John Jones. 

Chatto and Windus. 212 pages. 16s. 


. ORDSWORTH’S originality is 

not easily approached,” Mr Jones 
declares early in this important study. 
“He enclosed his finest performance in 
1 husk so tough and commonplace as to 
mislead bad critics and distress good 
ynes.” Certainly much recent writing on 
the poetry is queerly inadequate. It 
has been viewed by Sir Herbert Read as 
1 hastily erected screen before an un- 
fortunate. erotic experience; by Pro- 
fessor Beatty as a dressing up of the 
undistinguished philosophy of David 
Hartley ; and by the late Irving Babbitt 
is exemplifying the doom of nonsense 
imposed upon Western thought by 
Rousseau. Yet Wordsworth took little 
interest in philosophy, and to its con- 
temporary developments, at least, not 
even Coleridge could edge him beyond 
in attitude of ignorant defiance ; he had 
‘never read a word of German meta- 
physics, thank heaven! ” Again, it is not 
easy to think of any personal relation- 
ship as definitive with him. His proper 
title Coleridge declared to be spectator 
ab extra; his was always the sympathy 
“a contemplator rather than a fellow- 
sufferer,” so that he felt “for, never 
with ” his subject. 

“TI gazed and gazed,” “I looked and 
looked,” “I stared and listened”: this 
constitutional detachment is the ground 
t all Wordsworth’s thought. Solitude is 
the theme of his long life and the pre- 
occupation of his poetry ; he celebrates 

the individual Mind that keeps her own 

Inviolate retirement. 

On this cardinal fact Mr Jones com- 
ments: 

The solitude of which he is speaking 

issues from an attitude towards person- 

ality; from an eagerness to accept the 
fact that I am myself just because I am 
not anything else: to be me is to be 
always apart. The final barrier which is 
differentiated existence, dreadful to 
Coleridge, is embraced by Wordsworth 
is the source of enlightenment and 
strength. “ Inviolate retirement ” 
sounds a note of exultation because the 
poet believes that the way to wisdom 
lies through the individual’s awareness 
of his individuality. 
Here, then, Wordsworth starts, and the 
poetry of his great decade is a huge sus- 
tained argument from solitude to rela- 
tionship, from the points “where all 
stand single” to their connectiors with 
each other. And this the context of 
literary history has tended to mask. 
~ The large and lazy assumption that the 
Romantic poets were all striving to 
express unity has obscured the structure 


of distinct but related things which is 
the world of Wordsworth.” 

Having made this preliminary diag- 
nosis, Mr Jones embarks upon a dissec- 
tion of the poet’s imagination which he 
describes in a preface as “of some pre- 
tention.” His boldness has been justified, 
and many will find here the most 
perceptive writing on Wordsworth since 
Matthew Arnold’s essay. 


Pioneering Inquiry 
COLONIAL SOCIAL ACCOUNTING. 
By Phyllis Deane. 


Cambridge University Press. 360 pages. 
20s. 


"THIS book is Miss Deane’s final report 
on her inquiry into the measurement 
of the national incomes of Northern 
Rhodesia and Nyasaland. The social 
accounts of the two territories for 1945 
are presented, together with some data 
for 1938 (already presented in an earlier 
publication) and 1948. Very full informa- 
tion is given about village economic 
surveys and other sources of information 
used in the preparation of the estimates. 
Miss Deane discusses the difficulties of 
constructing the social accounts of terri- 
tories in which subsistence activities 
form a major part of all economic 
activity. The problems of definition, 
valuation and measurement are 
immense ; they are illustrated in some 
detail. The available statistics are patchy 
and meagre, and additional data are diffi- 
cult to collect. The result is that the 
estimates are tentative. Thus the key 
estimates of the value of subsistence out- 
put are “purely token figures and it is 
important to remember that a revised 
scheme of. evaluation would alter the 
results radically.” “ The concepts which 
are applicable to a money-exchange 
economy mean relatively little in the con- 
text of a subsistence economy.” In view 
of the inherent difficulties, it is therefore 
somewhat surprising to be told that, in 
drawing up social accounts, 

there is the need to maintain some kind 

of uniformity with international con- 

ceptual standards so that the village 
social accounts will have some meaning 
in an international framework. 

Thus what Miss Deane describes as an 
experiment in national income measure- 
ment of colonial territories “has had a 
very limited success.” This outcome 
could have been (and may well have 
been) predicted before the detailed 
investigations were started. Miss Deane 
claims that the framework of the neces- 
sarily incomplete social accounts “can 
be useful for general descriptive and 
analytical purposes.” She refers to the 
discussions in the book of the economies 
and economic problems of Northern 
Rhodesia and Nyasaland, but these pro- 
vide no surprises for the student of 
African colonial conditions. On several 
topics Miss Deane departs from the 
purely descriptive and statistical. Here 
her views are interesting: for instance, 
on Rhodesian agricultural price policy, 
the problems of migrant labour, and the 
efficiency of the distributive trades. But 
the discussion is far too brief to be 
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altogether satisfactory. Perhaps the 
eight pages of photographs, attractive as 
they are, might have been omitted to 
give Miss Deane more room within 
which to develop her sometimes provoca- 
tive views on important and controversial 
questions. 


The Voice of Marshall 


ALFRED MARSHALL.AND CURRENT 
THOUGHT. 

By A. C. Pigou. 

Macmillan. 85 pages. 7s. 6d. 


‘* was a happy idea of Professor Pigou 
to choose as his subject for the 
Marshall lectures in 1952 what Marshall 
would have to say about the current 
state of economic thought, what of the 
current state of fact and policy. In rela- 
tion to each of six important topics— 
mathematical methods, statistics, elasti- 
cities, the rate of. interest, utilities and 
socialism—the authentic voice of Mar- 
shall speaks through his distinguished 
pupil and first successor in the Chair 
of Political Economy in the University 
of Cambridge. The lectures bring us 
back the man who in his own words 
was “accustomed to think in Mathe- 
matics more readily than in English,” 
also the man who “had come into 
economics out of ethics.” The univer- 
sity student of today will find his best 
introduction to Marshall in this slim 
volume. He will be convinced of the 
weakness of ready reckoners for Utopias, 
and of the strength latent in the faith 
and works of—to him—an Ancient. 

Professor Pigou makes a fresh contri- 
bution of his own. He suggests a neat 
test of significance of measures of elas- 
ticity of demand and also puts a fresh 
formal complexion upon -Keynes’s 
challenge to Marshall’s views on the rate 
of interest, although it may be doubted 
if either protagonist would have accepted 
the position offered him. For the 
scrupulous reason that “there is not 
enough evidence,” he forbears asking 
what Marshall would have thought 
“about what politicians call the policy 
of full employment.” But, on this, may 
it not be a fair guess that Marshall would 
have felt deep disquiet lest the national 
paper-chase in recent years was under- 
mining the ordinary man’s standard of 
living ; and would not the practice of 
making two jobs out of one person’s 
work have roused him—as did Defoe’s 
story of the Volga boatmen—*“to slay 
the old fallacies again and yet again 
before their [the people’s] eyes ” ? 

Part II of the book consists of a paper 
on the trade balance, written by Pro- 
fessor Pigou at about the same time as 
the lectures. Let any who would begin 
to understand that “monstrous monu- 
ment of statistical skill,” the British 
Blue Book on Income and Expenditure, 
particularly. in conjunction with the 
command papers on the balance of pay- 
ments, turn first to Professor Pigou’s 
basic skeleton schemes of the data ; and, 
above all, let him learn the lesson that 
“ statistical variations are not causes, but 
channels through which genuine causes 
exercise their influence.” 








Shorter Notices 


ABADAN. 
By Norman Kemp. 
Allan Wingate. 18s. 


Mr Norman Kemp is a young reporter 
whose taste for hot spots has won him 
work for several major newspapers and 
news agencies. It is therefore hard to con- 
ceive why he let the deadline for this 
book slip by, It is the human interest 
story of the ordeal suffered in the summer 
1951 by the Anglo-Iranian Oil Com- 
ny’s rearguard at Abadan. Produced in 
hot blood, his turgid style would have passed 
muster, outweighed by the topicality of his 
tale of the arrogance and pettiness of the 
young men in pin-stripe suits who arrived 
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rom Teheran to take over, of the nasty 
tests of character and forbearance to which 
the company’s British staff were put, and 

the despair of its senior Persian 
employees, torn between knowing what 
they were losing and saying that nationalism 
must come first. Told after the lapse of two 
years, his story cannot carry its overload 
of items in the vein of “ Mrs Bonnie James 
paused only to snatch her baby before she 
ran for the plane.” 

Mr Kemp tries to justify the delay by 
transforming himself from reporter into 
historian, but the attempt is not satisfac- 
tory. He has never been over the moun- 
tains and into Persia proper ; all its history 
is news to him and much of its nature 
escapes him, and pages of painstaking 
quotation from Foreign Office documents 
do not make up for many resultant omis- 
sions and mistakes. He is obviously 


Patrick Moore 


Guide to 


8 plates, folding map and 14 


diagrams. 16s. net. 


THE ECONOMIST : $$ Fig 
writes easily and well ; his 
explanations, accompanied 

by. clear sketches, can be 

easily understood... all 
lunatic 


norenti ] Vad s 
petent ai voyage! 


ie me 
should read it right away. 
a ~ 


NEW STATESMAN: ‘it 
would be hard to imagine a 
more straightforward and 
attractive account of the 

origin, motions and features 


of the moon,”’ 


@ 
% 
S 
* 
# 
te 
© 
se 
ws 
& 
® 
® 
% 
ae 
1 
a 
% 
~ 
@ 
@ 
% 
“e 
a 
S 
@ 
co 
6 
fe 
& 
3 
& 
x 
@ 
# 
& 
& 
2 
2 
e 
& 2nd IMPRESSION 
* 

= 

» 

s 


the Moon Re 


the Atomic Energy world of today. 
and authoritative statement.’’ 


splendid at getting into the front row dur- 
ing a riot, and scarcely any Englishman 
outside the company saw what he saw. He 
would have done better, therefore, either to 
have stuck to the kind of reporting that 


he can do or to have found himself a. 


collaborator to handle the history. 
* 


THE LONDON MAGAZINE. A monthly 
review of literature. 

Edited by John Lehmann. 

Chatto and Windus. 104 pages. 2s. 6d. 


The appearance of a second new literary 
periodical in the space of five months 
must cause some surprise. Encounter, 
which broke surface in October, is of 
wider scope and is concerned with litera- 
ture, arts and politics. The London Maga- 
zine is concerned only with literature and, 
if its first issue is a fair sample, is interested 
more in the publication of original work 
than with criticism. A high proportion of 
the contributors to its first issue are in 
their late twenties or early thirties, but it 
also includes a rather ragged canto by 
Louis Macneice in memory of Dylan 
Thomas and a highly polished chapter 
from the next book of Elizabeth Bowen. 
This brave venture is sponsored by the 
Daily Mirror. 

* 


A TEXTBOOK OF 
THEORY. 

By Alfred W. Stonier and Douglas C. 
Hague. 
Longmans. 
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513 pages. 25s. 


This is described as an introductory 
textbook, requiring of its readers no 
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previous knowledge of the subject. In a 
narrowly technical sense this claim is justi- 
fied ; nowhere is there assumed a prior 
familiarity with economic terms and analy- 
tical construction. There is assumed, 
however, a capacity for concentration,’ a 
facility in juggling with abstractions, and 
an ability to pursue a complex train of 
thought without ever losing sight of original 
assumptions, which is generally acquired 
only late in the course of study—whether 
of economics or of any other rigorous 
mental discipline. In fact, this “ Text- 
book” is especially recommended by _ its 
authors (both experienced university 
teachers) to candidates for Part I of the 
London BSc(Econ) degree ; to students, 
that is to say, who have survived the sifting 
of the first university year, who have 
decided that they are really interested in 
economic theory and who want to get their 
teeth solidly into it. The ordinary run-of- 
the-mill beginner should really be warned 
off. 


For the intelligent budding specialist the 
“Textbook ” is admirable. Nowhere else 
is he likely to find so clear, comprehensible 
and authoritative an exposition of the con- 
struction and use of economic models. 
Used as it deserves to be used, here is the 
means of carrying him smoothly from the 
solid beginner’s ground of, say, the Cam- 
bridge Economic Textbooks to those alti- 
tudes where the learned journals have their 
being. It is concerned strictly with theo- 
retical economics, not in the least with 
political economy; but the authors are 
scrupulous in reminding the student of the 
real-life limitations inherent in abstraction. 
The book deserves, from its necessarily 
limited but ever-renewed audience, a warm 
and lasting welcome. 


READY TODAY 


An exciting and completely authoritative account of progress made in 
a“ « 3 
atomic research throughout the world 


port on the Atom 


by Gordon Dean, 


States Atomic 


=e 
S 
% 
* 
¢ 
g 
& 
& 
* 
€ 
€ 
& 
& 
« 
& 
& 
e 
¢ 
e 
s 
e 
a 
a 
€ 
16s. net. e 
& 
Co 


ce ’ 
Mr. Gordon Dean has held for four years the. most important position in 
His book can be commended-as an objective 


and Professor J. ROBERT OPPENHEIMER : 


account of what other nations are doing in the same field.”’ 
~ c . 


a¢ y . . : . . 
No important conclusion or argument or impression Is based on crror of 


e 
€ 
& 
& 
& 
€ 
& 
‘¢ A model of clarity and of inte ‘ed, i i inspiriti ° 
A model of clarity and of interest . . . a balanced, informative and inspiriting .@ 
: € 
& 
a 
fact, in this respect this book is unique and Pe $ 
: s respect this book is unique and welcome. 6 

& 

€ 

& 


ecoceocceecseccesooe EYRE & SPOTTISWOODE igh ca eonet 





etl AT Nag Mie ct EIES es SIE 





wd 
os 


ODE I 


a SAA Geeta 





Pesos 








Seat nt RS SRO 


UU geen 


Iie est 


ecineeipesix 


See ee ae 








THE ECONOMIST, JANUARY 30, 1954 






American Survey 


319 





AMERICAN suRVEY is prepared partly in 
the United States, partly in London. 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 


the editorial staff in London. 


Business Man’s Budget 


Washington, DC. 
p® SIDENT EISENHOWER’S 1955 Budget, the first 
that has been superintended throughout the whole of 
its long gestation by the new Republican business men in 
sovernment, rests on the assumption that, as he said to 

Congress last week, conditions will be “ fairly stable 
internally and externally, during the period” the Budg 
covers. In other words, it is assumed that there will not 
be an economic recession of sufficient size to make ne 
sary any drastic overhaul of the pattern of American taxa- 
tion and expenditure, and that the frontiers of a old 
war will remain, for the next eighteen months at least, 
edu Mr Dulles and his ti 

bidden them to remain. 

Federal expenditure for the fiscal year 1955 2 
July 1, 1954) is estimated at $65.6 billion, a reduction of 
$5.3 billion from that of the fiscal year 1954, ending on 
June 30th, Revenue is estimated at $62.6 billion, leaving 

deficit of $2.9 billion, slightly less than that for the current 
year. The requests for authority to incur new obligations 
—that is for congressional authority to plan expenditure 
much of which will become due for payment after June 30, 
1955—total $56.3 billion, $4.4 billion below the figure 
authorised for 1954. By the end of the 1955 year the 
unspent balance of appropriations voted in previous years 
will, it is estimated, be lower than at any time since the 
rearmament programme got into its stride in 1951. 

From the economic standpoint the interest of the Budget 
lies not so much in the general figures but in the under- 
lying calculations. In the first place both the President 
and the Secretary of the Treasury have made it clear that 
estimates of revenue are based on roughly the same level 
of economic activity as prevails at present: if the econo- 
mists in the government have a different view it has not 
been permitted to distort the symmetry of official calcula- 
tions. Secondly, while the reductions in taxation will 
clearly do something to stimulate consumer demand, they 
have not apparently been worked out with this as their 
primary object. 

Two of these reductions occurred automatically on 
January tst when a special increment to the personal income 
tax and the excess profits tax expired. The President has 
demanded the continuation, in the interests of revenue, of 
the general corporate income tax and of the special excise 
taxes, which would otherwise lapse on April Ist. Clearly, 
the Administration is not using the Budget to reinflate 
consumer demand. This is borne out by the nature of 


hreat of massive retaliation have 
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the income tax revisions recommended in the Budget 
Messa, ge ; though a number of sensible proposals for tidying 

up the chaotic structure of tax exemptions were include d, 
these seemed aimed chiefly at helping the citizen as an 
investor rather than as a consumer. Furthermore, the 
demands of orthodox Republicans for a balanced Budget 
and the hangover of election invective against inflation seem 
to have inhibited the Administration from trying to en- 

yurage retail sales by a lowering of excise taxes. 

Finally, despite all that has been said about the deter- 
mination of the Eisenhower Administration to use the 
resources of the federal government to prevent “ readjus 
ment” from rolling into the President ha 
not asked for any increase in authority to incur ieniattiontis 
that would give him the necessary freedom of action in 
stimulating economic activity quickly,.through public works 
or other channels. In the Administration’s plan for coun- 
tering recession, such pump priming clearly plays a sub- 
sidiary role to monetary adjustments and to improvements 
in the automatic economic stabilising forces, such as increas- 

ing social security payments. 
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Estimated spending on national security, which is still 
responsible for two-thirds of the national expenditure, is 
$44.9 billion for 1954-55, $3.8 billion less than is expected 
this year. This reflects a projected cut of $4 billion in the 
spending of the United States armed forces themselves, 
and a slightly inereased rate of expenditure on «. mic 
energy and on foreign military aid, now rechristened 
“mutual military expenditure,” in yet another attempt to 
make it more palatable to Congress. 

As was to be expected from the “ new look ” of American 
strategy, recently unveiled by the President and Mr Dulles, 
and accepted with so much misgiving around the world, 
it is the Air Force which is to spend the largest proportion 
of the funds, $16.2 billion, its highest figure since the end 
of the second world war. In part, however, the pre- 
eminence which has been given to the Air Force is only a 
return to the pattern of priorities which existed under the 
Democratic Administration, and which the hew civilian 
heads of the Defence Department sought to change last 
spring, without the advice of the Joint Chiefs of Staff. 
While the Army, with $4.1 billion less to spend, will 
shrink to 17 divisions from its present strength of 20 by 
the middle of 1955, and the Navy and Marine Corps will 
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remain virtually unchanged in size and strength, the Air 
Force, with 23,000 active aircraft, or 120 fully-equipped 
wings, will by then be well on the road to the goal of 137 
wings by mid-1957. 

The major economies that are being made result only 
partly from a conscious decision on the part of the Eisen- 
hower Administration to base its defence policy on the 
strategy Of the “long haul” rather than a rapid build-up 
of strength. In considerable measure they merely follow 
from the fact that the rearmament programme has now been 
unning for four years, and that much of the capital expan- 
sion which it involved has been completed. 

Thus while there will be a reduction in the coming year 
of some $600 million in manpower costs (derived entirely 
from reductions in the strength of the Army), the largest 
single saving, of $2.7 billion, is in procurement. Expendi- 
ture on aircraft and ships will remain roughly constant in 
the next eighteen months, and expenditure on electronics 
equipment and guided missiles will go up, but spending on 
soft goods, vehicles and ammunition will go down sharply, 
since the stocks of these goods are said to be now virtually 
complete. Again it is obvious that the Administration is not 
going to use defence expenditures to offset the reluctance 
of the public to support the durable goods industries. How- 
ever, when it comes to new appropriations, the Adminis- 
tration’s plans for the future emerge more clearly. The 
total request for new. defence funds is $30.9 billion, about 
the figure which the Administration believes to be the 
annual charge which the economy and Congress can bear 
for the “ long haul.” 


+ 


Similarly, the high level of expenditure on the “ mutual 
military” programme, $4,275 million, or $75 million 
higher than the current year, reflects chiefly the higher rate 
at which American equipment and offshore procurement 
contracts are now flowing toward the North Atlantic Treaty 
countries from funds previously authorised. However, only 
$2,500 million is requested in new authority, a reduction of 
nearly §0 per cent from the amount authorised two years 
ago. For atomic energy both the estimate of expenditure 
for 1954-55 and the request for new funds are higher than 
last year, but no new appropriations have been given to the 
programme for stockpiling commodities since 1953. 

No attempt has been made in the Budget to differentiate 
economic aid from technical assistance; the combined 
expenditure for these purposes, and for information activi- 
ties abroad, is estimated at $1,125 million. But in contrast 
to mutual military aid, the request for new authority is 
almost as large as last year $1,025 million. This, it is clear, 
represents a recognition that, however healthy the European 
economy may look through Mr Stassen’s eyes, it is impos- 
sible to consider terminating economic aid to the Far East. 

So far the Budget has had a good reception in the press, 
and there is much praise for the President in becoming, 
as the New York Times puts it, “the master and not the 
creature of his Budget.” It now goes before an election- 
minded Congress and there is no guarantee that it will come 
out looking as it did when it went in. Nevertheless, all but 
the most Victorian Republicans are grateful that the 
Administration has managed to exhibit its zeal for economy 
without undermining the gains in social welfare of the past 
twenty years. 
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Aid for Trade? 


NY expectation that the Randall Commission would 

find ways of enlarging international trade which had 
been overlooked by its numerous able predecessors was 
always wide of the mark. The special function of this 
body, as is shown by the inclusion of ten members of Con- 
gress as well as by the haste with which it has wound up 
its labours, was to devise a progressive foreign economic 
policy which protectionist Republicans could be induced 
to support and Congress to pass at this session. 

If, in the words of the Republican Herald Tribune, the 
programme is “less of a clarion call for freer trade than 
had been hoped for by some,” the real blow has been the 
failure of the majority, despite a number of concessions, 
to carry with it the chairmen of the committees of the 
House and Senate which deal with legislation on trade and 
tariffs. Virtually every section of the report is followed 
by dissents, either from Mr McDonald, head of the steel- 
workers and the only trade union member, who in all but 
one instance wanted more liberal trade policies, or from 
the conservatives who felt the commission had gone too 
far. But it is the complete and angry dissent of Mr Reed, 
chairman of the House Ways and Means Committee, and 
the milder but probably more damaging qualifications of 
Senator Millikin, which make it appear that Mr Randall’s 
half-loaf may result in hafdly any bread at all, even if the 
President is prepared to support the commission with all 
the resources at his command. 

In view of all the circumstances that surrounded its 
preparation, the report does not lack courage. It begins 
by dispelling the argument, so favoured by Mr Reed and 
his ally Representative Simpson, that the dollar gap has 
virtually ceased to be a problem ; it points out that the gap 
is concealed, not closed, by extraordinary restrictions on 
dollar purchases by other countries and by extraordinary 
American expenditures abroad of about $5 billion a year. 
The economic aid included in this total should, in the view 
of the commission, cease as soon as possible and so should 
any attempt to disguise economic aid as, for example, 
“defence supporting aid.” Where continued economic 
help is necessary and in the American interest, loans 
should take the place of grants. 

The free world, the commission considers, must build its 
future upon its own efforts and attract the additional capital 
it needs by creating a hospitable climate for investors. 
Although the report believes that the United States govern- 
ment can play only a minor role in encouraging private 
American investment abroad, it concedes that this has been 
disappointing since the war, and recommends a number 
of changes in the tax laws to provide greater incentives, 
and also the extension of government guarantees, during 
a trial period, to cover the risks of war and revolution as 
well as of expropriation or inconvertibility of exchange. 
In his Budget Message, the President urged Congress to 
adopt four of the commission’s proposals, including the 
reduction of the corporation tax rate on all foreign earnings 
from the present 52 per cent to 38 per cent, a benefit 
investments in the western hemisphere already enjoy. 
Government loans, aside from those appropriate for the 
Export-Import Bank, are reserved by the commission for 
truly extraordinary circumstances. 

The realm in which the commission’s strictures are 
likely to accomplish least, but on which the majority 


clearly and understandably felt most strongly, was that of 
American farm policy, which is hardly ruled by the faith 
in vigerous competition, or the maintenance of a broad 
free market to which the commission has nailed its flag. 
Moreover, it would have been difficult to condemn inter- 
national price fixing agreements for commodities, upon 
which some countries are almost totally dependent, without 
frankly recognising that in this respect the United States, 
with its high rigid supports of farm prices, is among the 
worst offenders. 

The first specific recommendation which took courage 
concerns raw materials on which the United States is 
dependent ; the commission suggests that if it is considered 
necessary, for military reasons, to maintain domestic pro- 
duction, this should be done, not through the tariff, but 
by other means—subsidies-or contracts to purchase. 
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Although the commission deprecates the belief-that the 


United States is any longer a high tariff country or that 
Té 1; 


eductions in the American tariff, by themselves, are likely 
to solve the dollar problem, the heart of the report never- 

-ss lies in its section on tariff policy. It suggests that 
the President should be allowed to exempt other countries, 
on a reciprocal basis, from the Buy American Act, which 
at present requires the government in its purchases to favour 
domestic producers ; that the Tariff Commission should 
undertake a study of means of simplifying commodity defi- 
nitions and rate structures, and that the Senate should 
complete the work begun on customs simplification, par- 
ticularly by adopting improved methods of valuation. The 
commission proposes that the General Agreement on Tariffs 
and Trade should be renegotiated to confine the functions 
the parties to sponsoring multilateral trade negotiations 
i should then be submitted to Congress. 

Ihe key proposal is for a three-year extension of the 
Reciprocal Trade Agreements Act, and the granting to the 
President of power to reduce existing duties, on a reciprocal 
basis, by § per cent during each of those years (which, inci- 
dentally, cover the remaining life of this Administration). 
One-year extensions have become the recent practice. Even 
three years of assurance of freedom from tariff increases 
falls short of the hopes of foreign exporters, but the com- 
mission feels that there has been relatively little experience 
of trade concessions under normal trading conditions. It 
considers that after a three-year trial, in which the progress 
of other countries toward freer trade can be judged, a longer 
extension might be desirable. 

During this period, the President would also be given 
authority to reduce tariffs, not necessarily on a reciprocal 
basis, by 50 per cent from levels prevailing in January, 
1945, on articles the import of which is negligible, and 
to reduce to §0 per cent any rates still above this level. 
The commission did not, however, recommend abolition 
of the escape clause, which enables American industries to 
seek relief if they can show they have been damaged by 
tariff concessions, or of the “ peril points ” the Tariff Com- 
mission must set when negotiations are undertaken. But 
the report underlined the President’s authority to disregard 
the Tariff Commission’s view in the national interest. To 
all these constructive proposals, however, Mr Reed and 
Mr Simpson turned an obstinately deaf ear and even 
Senator Millikin found them of dubious validity. 
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It was widely believed that the commission might endorse 
a plan to compensate domestic industries and workers for 
the losses they might suffer if tariffs were cut, but it has 
not done so, although it reprints Mr McDonald’s elaborate 
scheme for technical assistance to such industries and for 
economic aid to displaced employees. Mr McDonald was 
more successful in bringing the majority to his view that 
competition from lower-wage countries should be con- 
sidered unfair only if the wages involved were lower than 
those generally paid in the commodity’s country of origin— 
a suggestion which would be likely to cause friction abroad 
and overwork for statisticians at home. 

An enlightened view—which is now becoming general 
in American official quarters—was taken by the commission 
on east-west trade, in which it believes the United States 
might acquiesce, subject to a continuing ban on the ship- 
ment of strategic materials and on American exports to 
China and North Korea. An even more controversial pro- 
posal is that foreign dollar earnings should be expanded by 
repealing the requirement that half of all aid cargoes be 
carried in American ships, and that the government, in 
deciding how large the American Merchant Marine should 
be, should take into account the availability of foreign 
vessels. 

The final recommendations concern currency converti- 
bility, which the commission regards as an indispensable 
condition of trade balance in a free market, although it does 
not recommend any “ dash for convertibility” on the part 
of the countries concerned. In the belief that sterling is 
a key currency, and that Britain’s reserves need strengthen- 
ing to restore confidence, the commission, after much 
thought, recommended that these reserves might be found 
through better use of the $3.3 billion resources of the 
International Monetary Fund and that a second line of 
defence might be provided by a line of credit with the 
Federal Reserve System. In the United States this is taken, 
according to the New York Times, as a polite, but firm, 
disappointment of British hopes for a government stabili- 
sation loan. 


American Notes 





Senate and the Seaway 


ter this week’s debate on Senator Bricker’s isolation- 
ist attack on the presidential treaty-making powers is 
over, a way will, it is hoped, have been found to ensure 
the defeat of the Senator’s constitutional amendment. Mr 
Eisenhower has staked his personal and official prestige on 
overcoming Mr Bricker’s challenge. That prestige has 
already been pricked, since the new congressional session 
began, by the Senate Interior Committee’s unexpected 
refusal, by one Republican vote, that of Mr Dworshak 
of Idaho, to separate the question of statehood for Hawaii 
from that of statehood for Alaska, as the President wished. 
The continued linking of the two strengthens the opposition 
and makes it improbable that even Hawaii will become a 
state during the present session. 
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The outlook would, however, be brighter if the President 
were to use his influence on behalf of Hawaii as he has 
just done so successfully on behalf of the St Lawrence 
Seaway, which has been approved by a substantial 
bipartisan majority in the Senate. A téte-d-téte breakfast 
at the White House might, for instance, change Mr 
Dworshak’s mind as completely as it did that of Senator 
Dirksen of Illinois, a long-standing opponent of the seaway. 
The break came when Senator Kennedy of Massachusetts 
and Senator Smith of New Jersey, arguing that the defence 
and prosperity of the nation should come before local 
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considerations, shattered the hitherto almost solid east coast 
front against the seaway. Basically, however, the favourable 
Senate vote was merely a recognition of the fact that 
Canada, after waiting for half a century, and no longer in 
need of outside financial help, was now going to build the 
seaway on its own—and control it when built. 

The Senate vote means that out of politeness Canada 
must now give the House of Representatives a decent 
interval to consider the Seaway Bill, and the lobbyists for 
the rail and shipping interests another opportunity, which 
they may use successfully, to kill the Bill. But the 
Republican withdrawal of the federal government from the 
hydro-electric part of the project has weakened the opposi- 
tion to it. So has the reduction in the contribution which 
the United States is now to make to the navigational 
development. It is no longer a question of a completely 
co-operative ~American-Canadian project, but merely of a 
United States government corporation building a section 
of the new channel on the American side of the Inter- 
national Rapids, at a cost of $105 million, with Canada 
taking responsibility for the other works, which will cost 
at least twice as much. Canadians may be excused for 
feeling that congressional approval of the seaway, even if 
it comes at last, will be too little to excuse its lateness. 


McCarthy Goes for Harvard 


NTERESTING questions are raised by the decision of Pro- 

fessor Furry, of Harvard University, to admit to Senator 
McCarthy that he was a member of the Communist Party 
from 1938 until after the war, but to refuse any information 
about other Communists he knew except to a grand jury 
and then only if he felt they were guilty of serious crime 
such as espionage. In his three previous brushes with 
congressional committees, Professor Furry has refused to 
answer any questions and has invoked the protection of the 
Fifth Amendment, which provides that no one can be 
forced to testify against himself. In the minds of many, 
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reliance on this constitutional privilege has become iden- 
tical with a confession of guilt, and for his own sake and 
that of the University, Professor Furry quitted his legal 
hide-out. 

Senator McCarthy has been gunning for Dr Pusey, the 
president of Harvard, whom he accuses of maintaining a 
“ privileged sanctuary for Fifth Amendment Communists.” 
Dr Pusey feels that subversives have no place in education 
and deplores the use of the amendment. His crime is 
partly that he does not feel that those who avail themselves 
of it should necessarily be dismissed. But Dr Pusey, who 
comes from Senator McCarthy’s home town of Appleton, 
Wisconsin, made an enemy of the Senator long ago by his 
courageous criticism of his methods. 

The question raised by the Furry case is one on which 
Senator McCarthy has sought guidance from the Attorney- 
General. It is whether, having answered questions about 
himself, a witness can refuse to testify about others without 
becoming guilty of contempt. The fear that they would be 
forced to turn informer explains why some witnesses refuse 
to speak at all. Another point on which the Senator is 
taking advice is whether the courts are likely to uphold the 
view put forward by men outside the government service 
that the Senator has no right to question them since his 
subcommittee’s theoretical function is to investigate mis- 
management in the government. 

Some curb may be imposed on the Senator’s activities by 
the conditions he has been forced to meet in order to secure 
the return of the Democratic members of his subcommittee 
who walked out last summer in protest against his one-man 
rule over staff appointments. In future appointments must 
secure the approval of the majority, and the minority will 
have their own counsel and clerk and the right to appeal 
to the parent committee if they object to hearings being 
held in public. The Republican leaders were anxious to have 
the Democrats back, to share any of the mud thrown at 
the subcommittee as well as to prevent it from continuing 
to be, as it has been during the last nine months, a one-man 
platform which has made the name of Senator McCarthy 
known to practically every American. 


Good Homes in Good Neighbourhoods 


LTHOUGH some Republicans are taking the opposite 
A view, the main doubt about the President’s housing 
proposals, sent to Congress this week, is whether they 
go far enough to achieve either of his objectives: a good 
home in a good neighbourhood for every American, in- 
cluding especially Negroes and others belonging to minority 
groups, and a continuously high level of house building 
for the good of the national economy. Exactly how far 
the proposals go will become clearer as detailed legislation 
is put before Congress. The emphasis, as might have been 
expected, is on indirect federal encouragement to local 
authorities and private enterprises, to help them make up 
the admittedly serious deficiencies in American housing. 

In one respect, however, the President reluctantly admits 
that direct federal action is necessary, temporarily at least. 
He recommends the continuation for four years of the 
public housing programme that provides homes for low- 
income families, especially those displaced by slum clear- 
ance and other rehabilitation projects. His proposal, for 
35,000 units a year, compares poorly with the 135,000 
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authorised in the 1949 Housing Act, but better with the 
numbers that have actually been built under that Act, and 
well with the 20,000 public housing units which were all 
that Congress felt the country could afford during the 
current fiscal year. Before the four years are up, the Presi- 
dent hopes that the needs of low-income families will have 
been met by a new experimental programme for government 
insurance of low-cost, long-term mortgages. 

If Congress approves these two programmes, they will 
make it easier to reach the goal of one million new housing 
starts which builders are aiming at again this year. For 
the demand is now chiefly for cheaper homes and it was 
the fall in public housing starts that was mainly responsible 
for last year’s decline in house building. Another building 
activity for which there is also still an unfilled demand is 
for the repair and modernisation of existing houses and 
here also the President’s proposals should prove helpful. 
For not only does he ask for direct loans and grants to 
local authorities to enable them to clear or rehabilitate 
slums, and make plans to prevent their spread, but he also 
asks that the terms on which the federal government insures 
loans needed to buy or improve existing homes should be 
made as easy as those on borrowing for new houses. 

In case deflationary pressure should make it necessary 
to stimulate building activity, the President asks for addi- 
tions to the limited authority which Congress gave him at 
its last session to adjust the terms on which the government 
insures and guarantees mortgages. He also recognises that 
it may still on occasion be desirable for the government 
to purchase existing mortgages, in order to make more 
credit available for building loans. His plan for reorgan- 
ising the Federal National Mortgage Association, through 
which the government operates in this secondary mortgage 
market, would leave it with power to continue such opera- 
tions, although under strict controls. Otherwise the Presi- 
dent proposes that the association should gradually become 
a private enterprise financed by the users of its facilities. 


Horns of Plenty 


s Mr Harold Stassen pointed out early this month, the 
United States now smiles on non-strategic trade with 
the Soviet bloc, though not with Communist China or 
North Korea. Restrictions are being relaxed not only in 
recognition of the fact that other countries must trade to 
live, but also in the belief that the balance of advantage may 
lie with the West and that trade may carry democratic ideas 
into eastern Europe. But when an American businessman 
recently approached the government for permission to buy 
40 million pounds of government-owned surplus butter and 
14 million pounds of cottonseed oil to sell to the Soviet 
Union he was turned down. 

There was no question of the balance of advantage. 
Mr Benson, the Secretary of Agriculture, must have been 
sorely tempted by the possibility that eventual Russian 
purchases might reach 150 million pounds of butter. He 
is already the unhappy custodian of 262 million pounds 
accumulated under the price support system, some of which 
has begun to deteriorate. Now, with the opening of the 
new season, butter is once more pouring into the Com- 
modity Credit Corporation’s stores at the rate of nearly a 
million pounds a day. Moreover, it is conceivable that 
the Soviet Union might be willing to barter manganese, 
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which is in short supply in America, for the butter which 
is embarrassingly plentiful. 

What the Cabinet could not stomach was the prospect 
of explaining to American taxpayers, as they spread 
margarine on their bread, why Russians should eat butter 
at American expense. Naturally no more than the world 
price of 46 cents a pound is being offered for butter which 
it cost the government 67 cents a pound to buy ; American 
housewives are paying more than 70 cents. Surplus com- 
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Herblock “in the Washington Post 
modities have been sold abroad at cut rates before now, 
but only to friendly countries. j 

The door is not quite shut. On April rst Mr Benson 
must decide at what level he is going to support the price 
of butter next year. He might let it drop as much as 
10 cents a pound, if he does not mind risking the defection 
of the dairy states in next November’s election. This would 
almost be enough to enable East and West to meet. 


SHORTER NOTES 


The Republican Administration has been without a 
Solicitor-General for over a year, ever since it took office, 
but the President has at last nominated Judge Simon 
Sobeloff, of the Maryland Court of Appeals. He must 
still be confirmed by the Senate. 


* 


In 1953, for the second successive year, there were no 
lynchings in the United States, and the Tuskegee Institute, 
which keeps records of these crimes, has decided that a new 
index of race relations would be more suitable. Studies will 


in the future emphasise the economic and cultural progress 
of Negroes. 
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The World Overseas 





Japan Faces the Overdraft 


FROM OUR TOKYO CORRESPONDENT 


NDER the Zodiac calendar, this is the Year of the 
Horse in Japan ; it is supposed to spur the confused, 
demoralised nation into headlong galloping progress. (The 
last Year of the Horse was 1942, when the Japanese steed 
ran wild in the south Pacific.) The Prime Minister, Mr 
Yoshida,. hailed the New Year with a minor Cabinet 
reshuffle which brought the number of ministers who have 
erved under him to the imposing score of 99. The 
unimportant reshuffle was intended to emphasise his 
implacable determination to “ super-balance” the budget, 
tighten Nippon’s belt and usher in a new era of reform, 
economy, austerity and true independence. He submitted 
heroic evidence of his Government’s sincerity by sternly 
rejecting a salary increase for government officials which 
could technically have been extended to the Cabinet. 

The redoubtable Mr Yoshida has cleared many hurdles 
during his unprecedented five terms of office, but he will 
need a sturdy mount to carry his colours through 1954. 
Japan’s precarious economy is still sustained only by dollar 
transfusions which the Americans are now administering 
with flagging enthusiasm. Exasperated American repre- 
semtatives haye indulged in sufficient “ thinking aloud ” at 
the intermiaable wrangles over Japanese rearmament to 
warn the Japanese that the wells of American generosity 
and aid can dry up. 

During the past three years the United States has spent 
$2,500 million in Japan for goods and services to maintain 
the Korean war, defend Japan and help other Far Eastern 
nations. This emergency sustenance enabled and encour- 
aged the Japanese in 1953—the Year of the devious and 
sluggish Snake—to import a flood of luxury goods which 
has helped swell the trade deficit to $240 million. The sick 
and ailing yen has lost another 10 per cent in value during 
the past eight months, so that the real exchange value should 
be nearer 600 instead of 360 to the dollar. Dumping— 
masked by a dual-price system (below-cost for exports, and 
inflated prices for the domestic market)—has held exports 
with a struggle to 1952’s level of $1,200 million, despite the 
50 to 60 per cent leap in overall prices since the Korean 
war. But the reckoning has only been postponed: even 
with the heavy cutback of the “ super-balanced” budget 
tO 1,000,000,000,000 yen (£1,000 million) by slashing 
government estimates and funds for social welfare, disaster 
relief and public works, another staggering trade deficit of 
$300 million is forecast for 1954, with growing unemploy- 
ment and labour unrest. American spending must continue 
to fall off after the Korean ceasefire and such ugly problems 
as industrial inefficiency, obsolete equipment, self-defence 


under whatever name), reparations and the ever-mounting 
population must be squarely faced. 

To thrust the blame for this crisis on to Mr Yoshida, the 
only able, patriotic and courageous leader the Japanese have 
had since the war, would be grossly unfair. Japan has been 
a victim of American generosity. The people are only now 
dimly sensing a state of emergency. Their old Japanese 
discipline and fortitude have been sapped by the hot-house 
atmosphere in which they have been living since 1948.That 
they would still respond to a clear call to their patriotism 
and pride, no one who knew them before and during the 
war can doubt. But the brutal! shock and universal sacrifices 
involved in such a harsh readjustment demand a new leader, 
divorced completely from the unreal, dream-like period of 
the surrender and the Occupation, possessing the qualities 
of Yoshida but lacking his American legacies and commit- 
ments, real and fancied, and radiating the illusion—which 
it must be—of national freedom from non-Japanese 
influences and interests. There is no such leader in sight. 


An Alice-in-Wonderland Scene 


Why the Chinese and Russians have neglected this lush 
field for mischief on the vital Far Eastern front is one of 
the great mysteries of the cold war. The Osaka industrialist 
and his sworn enemy the Socialist politician are alike panting 
with the same eagerness for some encouragement from the 
Asian mainland: the one to gain (he fondly hopes) trading 
advantages by playing off Peking against Washington ; the 
other to achieve (he fondly hopes) the beatific state of 
pacifism and neutralism which General MacArthur, in a fit 
of aberration, once told Japan was eminently practicable 
and desirable. (“Japan can become the Switzerland of 
the Far East.’’). 

This is only one of the rich paradoxes of the Alice-in- 
Wonderland scene in 1954 Japan; another was the recent 
formation of a Communist-inspired organisation, the 
“ Guard-the-Constitution Association,” sworn to defend the 
inviolability of MacArthur’s Constitution against the 
feverish attempts of the Americans to induce Yoshida to 
change or bypass it for the sake of speedier rearmament. 
“If I am asked which I choose, butter or guns, I shall say 
both,” Mr Yoshida has sturdily declared in a New ‘Year 
message to the nation. “It is not possible to rearm at the 
sacrifice of the people’s livelihood.” His real problem, as 
he well knows, is to help the nation survive at some certain 
sacrifices of the people’s livelihood. With or without 
American aid, Japan must find new export markets at lower 
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costs. Too many Japanese still believe that the old pattern 
of trade with the new China can be restored. If they are 
naive, they believe impatiently that American aid with its 
explicit and implicit commitments is delaying that happy 
return to normalcy—and ‘neutralism. If they are cynical, 
they believe that they will be able to extract counter-bids 
from the Americans for every bid by the Chinese, to have 
their rice and eat it too. 

Traditionally, the Year of the Horse brings opportunity 
and good fortune to Japan from the east—not the west. 
Whatever hopes Mr Yoshida may build on his reluctant, 
belated and still inadequate austerity drive, many Japanese, 
right wing and left wing alike, would be far happier if 
opportunity came to them in 19§4 from enigmatic but 
Asiatic Peking, to their west, rather than from intrusive 
and nagging Washington, in the east. 


Writers in Soviet Russia—l]. 


In Search of a New Gogol 


HE crude literary make-up laid thickly on the face of 
Soviet society has cracked rapidly in the post-Stalinist 
climate. With Malenkov, Khrushchev and others admit- 
ting that the lot of the Soviet consumer has not been a 
very happy one, or that everything is not for the best in 
the countryside, the touched up Sovcolor versions pre- 
sented in plays or novels have been revealed as a grotesque 
camouflage. Once the political leaders themselves partly 
lifted the curtain veiling the seamy side of Soviet life, 
wholesale literary whitewashing became an anachronism. 
Hence in the last few months there have been many 
signs of a new deal for the Soviet writer. The divorce 
between fact and fiction, the elimination of real conflict, the 
literary polishing, varnishing, prettyfying—all these virtues 
of yesterday have now been openly branded as vices. 
Critics, unaccustomed to express their real feelings openly, 
at first hardly dared to whisper thoughts which not so 
long ago had been judged heretical. Paradoxically, they 
had to be prodded from above to speak freely, and to aim 
their arrows at all offenders, however high their position. 
To emphasise the change, the second congress of the All- 
Soviet Union of Writers has been summoned to meet this 
summer after an interval of twenty years. 


Hitherto the question “Why have we no Gogols and 
Tolstoys ? ” was purely rhetorical, but now it has acquired 
a genuine air and is echoed in all debates. The theatre 
was the first to come under fire. The chief accusation 
against Soviet plays was that they are set in an imaginary 
society where, to quote Konstantin Simonov, “ the better 
competes with the good and the perfect with the best.” 
Protagonists are mere puppets who are “set answers to 
be found at the end of an arithmetical primer.” “ Positive ” 
heroes are given all the trump cards and there is never 
any doubt about their triumph in the final act. Soviet 
Romeos and Juliets discuss methods of potato sowing in 
their balcony scene. Nowhere in real life, exclaims an 
exasperated critic, will you find a mechanic who dreams 
with his beloved how they will compile the inventory on 
the tractor station, or a holidaying miner whose only wish 
is to go back to work. And yet such plays have been put 
on with official blessings. The Soviet public, however, 
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apparently knows how to indicate its “ collective criticism ” 
by means of “ epidemics of coughing and yawning.” 

The state of the novel has been described in no less 
scathing terms. Here, too, the chief trouble is that writing 
proceeds according to the latest set formula. Cautious 
authors prefer to avoid the human being, that rich but 
dangerous subject. Psychology has abandoned the stage to 
technology. Two examples were quoted from recent prize- 
winning novels: in one, dealing with military life, one 
could see the army but not the soldiers ; in another, with a 
factory as the background, one could learn everything 


about intricate production processes, but little about the 
Soviet worker. 


Is it merely that all talent has been exhausted among 
the heirs of Tolstoy ? Obviously not. How could a Soviet 
playwright follow his vision, write spontaneously, knowing 
full well that his play would have to struggle through the 
purgatory of six bureaucratic examinations before reaching 
the stage. The critic, that Party watchdog, however, is 
described as the writer’s chief persecutor. Novy: Mir has 
published an imaginary dialogue between the two and the 
writer’s cri de caur is really moving. He had been 
bullied all along not to depart from the prescribed path and 
“now you are all sick with my straight line.” At first all 
his visions were branded as false, all his judgments were 
blamed. So, in despair, he bid goodbye to his muse and 
climbed on a “literary tractor.” The solution may not 
have been artistically satisfying, but nobody could find 
fault with him any longer. 


No More Ventriloquism ? 


Such striking revelations were unthinkable under Stalin. 
This may well herald a new era, but a crop of masters 
will not spring up tomorrow. After years of ventriloquism 
the writers must be searching uneasily for their own voice. 
It is significant but not astonishing that they have to be 
encouraged by Pravda to speak up. The literary tractors 
may be scrapped and the crudest forms of propaganda 
abandoned, but a sufficient number of Stalinist taboos 
remain to preclude for the moment a real picture of Soviet 
society. Who would dare to mention the bloody collecti- 
visation, the forced labour camps or the Moscow trials ? 
The Beria affair has shown that the purging of Stalinism 
need not be an uninterrupted and easy process. Indeed, 
in today’s disclosures there is clearly a false note. Critics 
have been chosen as scapegoats, though all know they were 
merely the instruments of Stalinism. 


Soviet rulers may hesitate to grant their writers too much 
freedom too quickly because of the tremendous power it 
would give them. Critics and writers in Tsarist Russia 
had been the conscience of the nation ; whether they willed 
it or not, through their writings they precipitated the down- 
fall of the regime. And this they did in backward, illiterate 
Mother Russia. Now, when everybody can read, when 
books circulate in millions and reach the remotest parts of 
the country, a Soviet Gogol could wield dynamite. Was 
Malenkov urging and prophesying the doom of Stalinist 
society when he declared last year: 

It would be wrong to think that our Soviet reality does not 

provide material for satire. We need Soviet Gogols and 

Shchedrins (a 19th Century satirist) who, with the fire of 


their satire, would eradicate all that is undesirable, decayed 
and moribund. ... 


(Concluded) 
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NOTES FROM INDIA 


These Notes are contributed by our corre 


- i 
in India, or compiled in London on the basis of 


reports from them 


por lents 


The Troops in Korea 


4 behaviour of India’s troops in Korea has upheld 
all the best traditions of the Indian Army and their 
country is very proud of them. This, indeed, is the only 
strong emotion felt by most Indians about Korea. They 
have always had a distaste for Syngman Rhee and his 
methods ; that distaste has been slightly, but only slightly, 
enhanced by his threats of military action and accusations 
of Communism against India. They have always felt that 
there are two sides to the question of the prisoners of war. 
Indians now have the authority of all their correspondents 
ind of their representative on the Repatriation Commission 
that there have been intimidations, extending on occasion 
to murder, in the camps, and that there has been organisa- 
tion from outside, especially by the South Koreans. On 
the other hand, they always suspected that most of the 
prisoners really did not want to go back to Communism. 

On the duration of the explanations and on whether 
the prisoners should be released on January 23rd, opinions 
were more tepid still. Nobody in India objected when 
the explanations stopped, but nobody would have felt it 
was appeasement if they had continued. While few would 
have minded very much when the prisoners were released, 
equally few would have felt that freedom had been infringed 
if they had been kept until a political conference ; it is 
generally felt the armistice agreement can be read both 
ways. Mr Nehru’s own suggestions were the result of his 
desire to prevent any risk of the war breaking out again, 
10t of any special belief in the Communist interpretations. 

Perhaps surprisingly, India’s relations with neither China 
nor America have been affected by the part it has played in 
Korea. When Mr Nehru says that India is not eager to 
30 to the political conference, but will, if asked, regard 
acceptance as a duty, he reflects the general public view ; 
for the public’s main reaction to India’s role in Korea is 
that the way of the peacemaker is hard. Chinese intran- 
sigence, South Korean hysteria, and Mr Dulles’s remark 
ibout the “ so-called neutral commission ” have all left their 
mark. 


* * * 


Liberalisation—with Protection 


[' its import policy for tite first half of 1954 the Govern- 
ment of India has made no startling changes. The 
exchange position has become stable after the large surplus 
of 1951-52 and the large deficit of 1952-53 ; over the last 
year, with the assistance of foreign aid, the sterling balances 
have remained almost steady, and it has not been necessary 
to draw on the releases. Delhi expects this position to 
continue ; indeed, it anticipates a slight improvement in 
exports—tea is now strong and jute goods are not so weak 
as they were. Such changes as it has made represent on 
balance, therefore, a slight further liberalisation of the 
already more liberal policy of the second half of 1953. 
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Token imports of luxury consumer goods, much criticised 
by the Indian industrialists who were affected, are to con- 
tinue. Quotas have been increased for a few more items— 
betel-nuts, for example, and razor blades. In certain cases 
licences are not to be confined quite so rigidly to a narrow 
definition of the items for which they were given ; new- 
comers are to be given rather more scope. In general regular 
importers will automatically be given new licences to the 
same value as the old; the range of licences for actual 
users has been further extended. The machinery of 
import control has been enormously improved over the 
past three years, and the new measures, together with some 
further decentralisation, will improve it still further. 

Nevertheless, there is a fly in the ointment. The policy 
of using import controls as a means of protection has once 
more been asserted. The Mulgaonkar Committee has just 
reported that from 25 to §0 per cent of some parts of the 
Indian engineering industry are idle; there has been a 
prompt response in the form of cuts in quotas on items 
ranging from ball bearings and table fans to steel screws 
and copper wire. The pronouncements of ministers show 
an increasing concern for the consumers, but policy does 
not yet extend to permitting imports in more than admoni- 
tory quantities where they could be manufactured at home. 


* * * 


Congress Meets 


URING the past few days the Indian National Congress 
Party has been holding its fifty-ninth annual session, 
at which a number of resolutions were passed affecting 


government _ policy, 
but mostly without 
INDIA’S HOUSE much controversy. 


OF THE PEOPLE Mr Nehru’s towering 


personality has lately 
given the Party an 
appearance of unity 
which so big an 
organisation does not 
naturally possess. In- 
deed it was Gandhi's 
view that after inde- 
pendence Congress 
should dissolve rather 
niin Sa than turn itself from 
Parties ae a national movement 

“1 Y Gindependerts | into a political party. 
a Its importance in 
relation to the smaller 
parties in the House 
of the People—particularly the Communists—may be 
gauged, however, from the accompanying chart. 


| Congress ~ 
362 [ToTaL 489 | 


* Kisen Mazdoor Praja 


* * * 


Future of Travancore-Cochin 


_* state of Travancore-Cochin in the extreme south 
of India goes to the polls on February 15th. This 
will be the first big test since the general election of both 
Congress and Communist popularity. At the beginning 
of the year, at their Madura Congress, the Communists 
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reaffirmed their line of moderation, parliamentary action 
and united front. The Communists are strong in 
Travancore-Cochin, which has at. once more literacy and 
more landless labourers than anywhere else in India ; it is 
thus an excellent testing ground. 

By themselves, the Communists have no chance of 
winning. The government overthrown in September was 
a coalition of the Congress and the Travancore Tamil Nad 
Congress (TTNC)—a Congress bud which wants the Tamil 
parts of the state to join Madras—and its defeat was the 
result of the jealousy of the Trivandrum District Congress 
Committee, in whose bailiwick the TTNC had scored its 
successes. The election is not, therefore. being fought on 
any major political issue. The question is what tactics the 
Communists will adopt and whether they will fight by 
themselves. They have been negotiating madly to get as 
wide a united front as possible. 

So far they have had a mixed success. Communists are 
not opposing the TTNC in eight seats, though they have 
got no commitment in return ; and they are still quarrelling 
about who should contest two seats with their partners of 
the last united front—the Revolutionary Socialists and the 
Kerala Socialists. But they have landed one very big fish 
indeed. The local Praja Socialist party, India’s main 
opposition party and normally bitterly anti-Communist, has 
decided to make an electoral pact with them. 

The Communists have paid a high price ; in a House of 
117 they are contesting only 40 seats and leaving almost as 
many to the Praja Socialists. However successful they may 
be, therefore—and there is no reason to believe that the 
Communist hold on Travancore-Cochin has gone up since 
1951-—they would have to have a coalition with the Praja 
Socialists in order to form a government. The best guess, 
nevertheless, is that the Congress Party will come back 
again, even if to do so it has to be firm with the Trivandrum 
District Committee, and make it up with the TT'NC. 


* * * 


Prospects for the Crops 


HIS year the monsoon has been good everywhere in 
India, better even than in 1943-4, better than it has 
been for a generation. Mysore has had its best crop since 
1883, and Madras, after six years of drought, is complain- 
ing that a good many village reservoirs (tanks) are over- 
flowing. The rain has fallen at the right times, in the right 
places and in the right quantities ; except in the Godaveri 
even the floods have been less bad than usual. Of course, 
nothing is ever quite perfect. There were a few late 
showers which damaged the excellent groundnut crop; 
scarcity has been proclaimed in a few villages in Ahmed- 
nagar District; the Kosi has moved its bed even more 
violently than it does every year. But all this is nothing 
compared with the famines which affected 30 million people 
last year, or the terrible crop failures of 1952. 
It is too early yet to say just how much better this 
year’s crop will be than last year’s ; despite local famines, 
hat was itself slightly better than average—r1o2 on an 
index of 100 for 1936-7 to 1938-9. There are sound 
estimates only for the main commefcial crops. Cotton, at 
4 million bales, will be 500,000 bales up ; groundnuts, at 
23 million tons of decorticated nuts, will also be perhaps 
500,000 tons up; and jute, at 3 million bales, will be 
14 million bales down—jute prices were particularly low 
at sowing time: But more important than the commercial 
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crops are the food crops, and these are likely to be perhaps 
10 per cent or some § million tons higher than last year, 
which in turn was probably about 1o per cent higher than 
the near disaster year of 1951-2. 

These excellent yields have enabled the Indian Food 
Minister, Mr Kidwai, to speed up the policy of decontrol 
he began in 1952. The number of people under rationing 
is being rapidly reduced, and even in the rationed areas 
overseas wheat is free. Restrictions on inter-district move- 
ment have almost gone and those on interstate movement 
are being reduced. Government procurement of the crop 
has been abandoned in many states and many price controls 
have been abolished. The only really rigid controls which 
remain are those on rice in the big towns and the seriously 
deficit areas of Malabar and Travancore-Cochin. 


Why Saragat Stayed Out 


FROM OUR ROME CORRESPONDENT 


F ever the moderate Socialists in Italy, headed by Signor 
Saragat, had an opportunity of decisively influencing 
government policy it was during the recent political crisis. 
Signor Fanfani, the progressive Christian Democrat, who 
had been entrusted with the formation of a new Cabinet. 
seemed bound to look left for allies. Had he not forced the 
Pella government out of office by vetoing the appointment 
of a right-winger as Minister of Agriculture, and had not 
the whole crisis arisen through the insistence of Signor De 
Gasperi on a return to the old policy of collaboration with 
the other three moderate parties ? 

The stage seemed set, therefore, for a reconciliation 
between the Socialists, alienated by Signor Pella’s flirtation 
with the Monarchists, and the Christian Democrats. Agree- 
ment was in fact reached on the broad outlines of measures 
of reform. But at the last moment, the negotations broke 
down. Fanfani thereupon switched his batteries and suc- 
ceeded in overcoming the reluctance of the right-wing 
members of his party to join his Cabinet. 

Political circles in Rome have been severe in their con- 
demnation of the Socialist Party’s intransigence, and history 
is likely to underwrite their verdict. It is contended that 
it would have done better to put pressure on Fanfani to 
choose the most liberal elements among the Christian 
Democrats in forming his Cabinet, and only to have made 
a firm stand if those attempts failed. Moreover, not only 
were Saragat’s tactics wooden and mistimed, the pretext 
on which he broke was ill-chosen. His party withheld its 
confidence on the grounds that Fanfani would not promise 
to introduce an extreme form of proportional representa- 
tion. Under the present arrangement, the Socialists have 
Ig seats against 27 on a proportional basis. This system, 
though possibly short of perfection, hardly justifies torpedo- 
ing what may be Italy’s last hope of a central government. 

But, to be fair, there is another side to the story. The 
unfortunate fact is that the moderate lay parties in Italy 
are too weak to stand by themselves. But if they collaborate 
with the Christian Democrats, they risk being stamped as 
“ tools of the clericals,” and even being absorbed by them ; 
and if at any stage they make common cause with the 
Communists, they run a similar risk with them. At the 
June elections the Socialists’ poll dropped by 500,000 
because they were regarded as satellites of their Christian- 
Democrat allies. It is hardly surprising that they should 
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then have veered sharply towards a policy of “ the opening 
to the left.” But the Christian-Democrat leaders, increas- 
ingly out of touch with “new ferments” in their own 
ranks, have shown few signs of modifying their policy to 
suit Saragat’s book On the contrary, they have brought 
the art of giving and shelving skilfully vague promises 
10 a fine point. Saragat’s attempt, therefore, tc pin. them 
down on the most concrete issue, the electoral law, was 
understandable. 

Had he yielded on that issue and supported Fanfani, he 
would immediately have been denounced as a capitulator 
by the large fellow-travelling Socialist Party headed by 
Signor Nenni. This now has 75 deputies (to Saragat’s 19) 
and, together with the Communists, they muster 37 per cent 
of the total seats. Secure in his Left-wing orthodoxy, Nenni 
can out-manoeuvre his rivals not only from the Left but 
from the Right. He was prepared, for example, to take a 
chauvinist line over Trieste. In the same way he dropped 
an opportunist bombshell, just before Saragat’s refusal, by 
holding out prospects of adopting an attitude of benevolent 
neutrality towards Fanfani, thus possibly making the new 
government dependent on his neutrality. 

There is known to be a strong current of hostility in 
Nenni’s party to this line, and the official policy is to await 
Fanfani’s statement to Parliament before jumping one way 

r the other. In any case Fanfani would resign at once 
rather than be at the mercy of the Left’s whim. The aim 
of Nenni’s elastic tactics is simple. It is to detach the left 
wing of the Christian Democrats and integrate it into a 
popular front, and to hold up ratification of the European 
Army. If Fanfani falls, the manoeuvre can be repeated with 
greater hopes of success with the left wing Christian Demo- 
crat Gronchi, who was strongly backed by the left parties 
in opposition to Fanfani. Alternatively, there will be new 
elections at which the Left will gain. Heads I win, tails you 
lose. 

Nenni has always skilfully played up his “ independence ” 
from Moscow. If he were prepared to make even a gesture 
of unorthodoxy in the field of foreign politics, there are 
large numbers of voters who, dismayed by Saragat’s ineffec- 
tive fumblings, would now back-him and his policy of social 
reform. The mournful truth is that, in the contest between 

e rival leaders, the odds are heavily on Nenni. 


Franco-German Press Meeting 


FROM A CORRESPONDENT 
CONFERENCE unique in the history of Franco- 
German relations took place at Strasbourg on January 

11th, when a group of French and German editors and their 
correspondents met for a two-day conference under the 
auspices of the International Press Institute to examine their 
performance in reporting on each other’s country. It was a 
modest affair. It brought together 18 editors, foreign editors 
and correspondents—g9 from each country. The French 
delegation was drawn from the five leading Paris newspapers 
and three provincial newspapers in the area of the German 
frontier. The Germans came from Cologne, Stuttgart, 
Munich, Frankfurt, Bonn, Oelde Westfalen and Bad 
Reichenhall. But if this limited gathering was a pointer 
to the Franco-German press in general, the frankness and 
cordiality which marked its meetings indicated that the 
newspapers of the two countries are ready to take advantage 
of any trend towards better relations. 
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The first question the conference had to settle was 
whether reporting across the Rhine was sufficiently defective 
and mischievous to demand action to improve it. Agree- 
ment was reached quickly enough that it was, though in 
fairness to the German daily press it was pointed out that 
some of the worst distortion of French news occurred 
in the powerful weekly illustrated press. German 
impatience with a France that refused to admit that it had 
fallen from the rank of a dominant European and imperial 
power, and French suspicion that the German leopard could 
never change its spots were frankly examined. 

Once the mutual confessions of weakness had been made, 
the main question was what the press could do. The editor 
who has to calculate the finances of each column of his 
paper and the foreign editor who has to fight for space 
for his correspondents’ despatches cannot take refuge in 
academic recommendations. A French editor spoke of the 
psychological problem of trying to be objective about a 
situation on which many readers felt very strongly. But 
he went on to say that in his region, Lorraine, there was 
so much interest in and admiration for the West German 
recovery that never since the war had there been such a 
favourable moment for promoting Franco-German friend- 
ship on the basis of objective reporting. 


The Cost of Being Fair 


The meeting considered how advantage could be taken 
of this rift in the clouds of national ressentiment. It was 
agreed that the problem facing both French and German 
editors was how to get better sources of information about 
each other at an economic cost. The problem was particu- 
larly acute for those newspapers without a correspondent 
which had to rely on the spot news coverage of agencies. 
It appears that the French provincial press has no corre- 
spondents in Germany and that, unlike the Germans, it has 
not been able to cooperate to maintain correspondents on 
a pooled basis. Several suggestions were put forward—for 
example, the pooling of the costs of a correspondent by a 
group of newspapers, on which the French sought German 
advice, and the provision of a digested service of comment 
and documentation prepared by the newspapers of one 
country for the press of the other. 


Such propositions were shelved as too ambitious at the 
present stage, but several practical decisions, embodied in 
a “gentleman’s agreement,” were reached. First, it 
was agreed that “it would be useful to set up, in Paris 
and Bonn, two complementary committees consisting in each 
capital of two journalists—a Frenchman and a German” 
with the task of “intervening in a friendly way with the 
editorial direction” of any newspaper considered guilty of 
“a flagrant violation of the principles of objectivity and 
honesty” to which those present pledged themselves. 
Secondly, personal contact between editors should be 
encouraged, especially by opening their columns to 
each other for the discussion of burning issues as they arise. 
One German editor there and then offered his leader page 
every six weeks to his French colleagues and two present 
took him up. Thirdly, the number of special correspondents 
in the two countries should be increased and their working 
conditions improved—in particular by an effort to get trans- 
mission costs lowered and by providing them with better 
means of information by the newspapers of the country in 
which they were working (for example, by letting them have 
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copies of newspapers free and quickly). Fourthly, editors 
should seek closer contact across the Rhine by meetings and 
the exchange of their newspapers. 

These decisions, taken by a comparative handful of editors 
at Strasbourg, can mean much or little, according to the 
extent to which they can be spread through the rest of the 
French and German press. But it was a brave and encourag- 
ing beginning. For most Germans and Frenchmen the press 
is the mirror in which they see each other. It is a gain that 
eighteen leading newspapermen agreed to hold the mirror 
straight and encourage their colleagues to do the same. 


The Pandit, the Pentagon 
and Pakistan 


FROM OUR KARACHI CORRESPONDENT 


“HE comment is frequently made by overseas visitors 
familiar with both Pakistan and India that the space 
in the Indian press devoted to Pakistan is considerably 
smaller than the corresponding coverage given to Indian 
affairs in Pakistan newspapers. The observation is shrewd 
and picks out a definite Delhi attitude. India has cause 
for complacency and its air of detachment ; after all it is, 
as it were, the inheritor of the elder brother’s portion of a 
great estate. Not only did it fall heir to vast possessions 
and industries but also it arrogated to itself the historic 
name of “India.” However, at least twice the calm 
superiority and the indulgent tolerance of India towards 
the younger brother, Pakistan, has been sadly ruffled. Both 
occasions have arisen out of a suggestion that Pakistan 
should align itself with influences other than Asian, by 
which Mr Nehru really means Delhi, and each time the 
Pandit has indulged in his favourite pastime of “ reacting 
sharply” by expressing. his opinion and offering his 
unsolicited advice in unequivocal terms. 

The first occasion was the proposal emanating from 
quarters outside Pakistan that the country should be 
attracted into the orbit of the proposed Middle East Defence 
Organisation. India immediately took it upon itself to 
launch a violent campaign of criticism, cajolery and threats 
in which the Hindustan Times, of Delhi, the Amrita Bazar 
Patrika, of Calcutta, and the Times of India, of Bombay, 
joined enthusiastically. In Pakistan the reaction to the 
proposals was neither favourable nor inimical and took the 
form of “ let’s wait and see what it 1s all about and what its 
implications are.” There was a certain amount of opposi- 
tion from the Lahore left-wing press which drew the 
comment that it was following the Indian communist party 
line ; the Pir of Manki Sharif and Ali Kasuri Sahib, both 
of the Jinnah Awami League, which provides the only real 
opposition to the present Muslim League government, also 
expatiated on the dangers of Pakistan’s participation in the 
security arrangements of either the eastern or western bloc. 


All this happened a year ago. Now once more there has 
been an extraordinary exhibition of hysteria in Delhi, 
occasioned originally by the mere mention of the possibility 
that the United States might give military aid to Pakistan. 
As regards the proposed aid itself, the extent of which 
is only now gradually being revealed, public opinion in 
Pakistan was surprisingly unanimous in its acceptance. In 
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this country, whenever a subject hits the headlines, whether 
it be as remote from Pakistan as, say, the problem of birth 
control in Paraguay or the exploitation of the Esquimaux, 
every political office-holder of whatever standing considers 
it his bounden duty to issue a statement to the press. On 
this occasion nothing of the sort occurred. The one public 
figure of any consequence to make a statement was Mr 
H. S. Suhrawardy, President of the Jinnah Awami League. 
He was first of all reported as saying that the proposed aid 
would be a “ blow to national independence, initiative and 
effort.” He also went on to say, as his political colleague 
the Pir of Manki Sharif on the previous occasion had said, 
that Pakistan’s interests would be best served by keeping 
neutrality between the two power blocs, and that moteover 
no alignments should be made which might arouse hostility 
or suspicion in India. 

Twenty-four hours later, however, after he had had a talk 
with Mr Nixon, the American Vice-President, who was in 
Karachi at the time, Mr Suhrawardy executed a volte face 
and in a special interview with Dawn took great pains to 
contradict his previous statement. He claimed that he had 
been misreported and that, as wheat aid had been received 
on perfectly honourable terms, it was possible that military 
aid might be available in the same way to assist in strength- 
ening Pakistan’s defence. He further stated that it could not 
be denied that, because of the liberal education received 
under the British, the people of Pakistan had developed an 
outleok more akin to that of the western democracies than 
to the Communist states of the eastern bloc. It is interesting 
to compare this last statement with that made a week later by 
the Prime Minister, Mr Mohammad Ali, for whom Mr 
Suhrawardy has a great personal regard, when he said that 
Pakistan had its own ideology and valued the state of human 
freedom, and that if it was found that some other country 
also valued the same principles, obviously Pakistan would 
have more sympathy with that country. When asked by a 
correspondent to what country he alluded the Prime Minister 
said that they should make their own inferences. 


A Feint that Failed 


As far as the newspapers, both vernacular and English, 
were concerned, the only objections came, as might be 
expected, from Mian Iftikharuddin’s Pakistan Times of 
Lahore and its Urdu satellite Imroze, and even they toned 
down their objections as a result of the Indian reaction. The 
Pakistan Times, it may be remembered, was edited by Faiaz 
Ahmad Faiaz who is now serving a four years’ sentence for 
his participation in the Rawalpindi conspiracy. 

The initial dismay at Mr Nehru’s suggestion that the 
Kashmir negotiations might be imperilled (a rather maladroit 
diplomatic feint) and the apprehension over the possible 
incitement of anti-Muslim feeling in India as -a- result of 
Congress propaganda, has now largely been dissipated. 
Broadly speaking, Mr Mohammad Ali’s position has been 
strengthened and consolidated and his intended course of 
action made smoother by Delhi’s violent reaction. Some 
years ago’ Barindra Ghose, brother of Arabindo Ghose and a 
converted revolutionary who quitted the political arena for 
an ashram in Pondicherry, passed a penetrating judgment 
on Mr Nehru. “Jawaharlal,”’ he wrote, “is a clever man 
but there he stops: he is too pedantic to be intuitive. He 
ignores the human factor.” The Pandit was younger then 
but the appreciation still appears to have some point. 








fHE ECONOMIST, JANUARY 30, 1954 



















A joy to own— 
a dream to drive 


With its long, low lines and elegant new styling, the Riley 14 litre 
Saloon proclaims its good breeding and your own good taste wherever it goes. Its 
special appeal is to the discriminating motorist who expects ‘all round’ excellence 
in a car. The Riley has one of the most successful engines ever designed, matched by 
incomparable steering, superb road-holding, suspension and braking. See and test 
the Riley 14 litre for yourself. For the sheer pleasure of driving there’s nothing quite 
like a Riley—it’s a car of rare character. 


Yes indeed ! Riley for Magnificent Motoring 


Ask your Riley cealer for 
full information about the 
brilliant new Riley ‘Path- 
\ finder’. 


Riley models are fitted with 
safety glass al) round. 
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RILEY MOTORS LIMITED, Sales Division, COWLEY, OXFORD 
Londen Showrooms: RILEY CARS, 55-56 PALL MALL, S.W.i Overseas Business: Nuffield Exports Ltd., Oxford end 41 Piccadilly, London, W.1 








When the meal’s an occasion... 





| Quality Furniture has 
- BRITISH 
LEATHER 


UPHOLSTERY 


CORDON BLEU 


| 
4 A fine liqueur brandy | For long life and comfort there’s nothing like leather 
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““What’s past Is 
prologue” 


B™ AIN has more electrical generating plant 
than it has ever had before; there is more 
electricity for everyone. 

Britain’s demand for electricity is also greater 
than it has ever been before; the factories, the 
farms, the homes and the offices are using more 


electricity—and asking for still more. 


To meet these needs, British Electricity has 
achieved new records of construction each year. 
The sum of these to date adds up to the grand 
fact that Britain has 32 more power stations 
and the power available has been increased by 
more than a third in the past five years. 

But all this fine plant is giving full output 
only for short periods once or twice a day. 
Continuous full operation would reduce the cost 
of electricity production. The most effective way 
to obtain more economical electricity genera- 
tion is to expand the use of electricity for all 
purposes—in the home as well as in the 
factories, in office buildings and on the farms, 


and for street lighting. Every extra unit of 


industrial production, every new technique in 
armament, every provision of new houses—or 
of new services in old houses—every develop- 
iment in rural and farm facilities . . . calls for 
more and more electricity ; so that in addition to 
the six million horsepower installed in British 
Electricity’s first five years, 10 to 11 million 
horsepower of new generating plant is needed in 


the second five 


years to keep pace with our 
national and personal requirements. 
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HENRY GARDNER 
& CO. LTD. 


(CAPITAL AND RESERVES, £2,000,000) 


| THE ORGANISATION OF 


is associated with 


The British Metal Corporation { Pakistan) Ltd., 
rown Ltd. (Canada), Sandilands Buttery & Co. Ltd. (Malaya), 


and C. 


Drew, 
Tennant Sons & Co.,.of New York, as well as with 
of The British Lid., London, 
Australia, Canada, India, South Africa and Central Africa. 


| the associates Metal Corporation 


The Group provides manufac- throughout the world, Expert 


turers and producers of finished knowledge in distribution and 
articles and raw commodities 
method 


of marketing their products 


salesmanship is available 


| with an economical through the various units of 


the Group. 


2, METAL EXCHANGE BUILDINGS, LEADENHALL AVENUE, 
LONDON, E.C.3 


Nonfermet Telex London Nenfermet London M ANsion House 4521 (19 tine.) 


Branches at BIRMINCHAM, MANCHESTER and GLASCOW 
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SERVICE 


LONDON-RHODESIA £115! 


CAA. . _ constantly endeavouring toe establish Low-Fare 
Flying are proud that their ZAMBEZI Service between London 
and the Rhodesias has achieved such a great success. Everyone 
enjoys comfortable air travel at low priced fares. 

The vee journey from London to the Federation o! 
Rhodesia and Nyasaland has three interestin’ night steps at 
MALTA. WAD! HALFA & NAIROBI. 


New Lowest Fares 


LONDON to 
















Single Return 
NDOLA 


£111 =—_- £199.16. 
LUSAKA : 
puanrvnc 21124105. £202.10 
SALISBURY 
aware y 2115 © £207 
WEEKLY SCHEDULED SERVICE 
FULL’ DETAILS FROM YOUR TRAVEL AGENT OR B.O.A.C. 


CENTRAL AFRICAN AIRWAYS 


partnership with B.O.A.C, and South African Airw 
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THE 
BUSINESS 
WORLD 





Monetary Policy in Step? 


Y far the most striking feature of the end-year 
balance sheets of the clearing banks, completed 

this week by the Westminster Bank’s figures, is the 
growth they reveal in deposits since the end of 19§2. 
his increase has been common to nearly all the banks, 
and it has raised the aggregate of net deposits (excluding 
heques and other items in course of clearing) to the new 
high point of £6,370 million, compared with {6,154 


Tyr? 


million twelve months previously and {£6,035 million 
at end-19§1. 

Such an expansion of credit is the very opposite of 
what most people expected when the “ new ” monetary 
policy was launched by the revival of Bank rate towards 
the end of r951. The refurbishing of the orthodox 
weapons of credit restraint was expected actually to 
reduce the volume of money, or at least decisively to 
end the long phase of expansion. And for a short time 
n 19§2 it did seem that these expectations might be 
ustified. The rise in interest rates and the toughening 
of bank lending policies—working in conjunction with 
‘alling world prices and with retrenchment in Britain’s 
export markets—reversed the upward trend of bank 
advances and severely curtailed commercial bills. 

But this steep decline in the amount of bank credit 
used by the private sector of the economy, amounting 
to almost £300 million during 1952 as a whole, was 
soon offset by an even more striking rise in the credit 
demands of the public sector; as a result, the total 
volume of credit actually rose by a further £119 million 
in that year. The Government’s big demands were 
mainly attributable to two broad influences emerging 
from the counter measures to the crisis of 1951. Dis- 
inflation tended to reduce the flow of tax revenues, 
and played a significant part in producing a large 
shortfall on the domestic budget. Simultaneously, the 

dramatic reversal from deficit to surplus in Britain’s 


external payments account during 1952 meant that the 
Government was no longer a net borrower of sterling 
from overseas sources, but had instead to provide 
sterling for net repayments overseas. And, since the 
climate of disinflation already seemed sufficiently chilly, 
the Government saw no need to finance its needs by 
forcing securities upon the market instead of selling 
Treasury bills to the banks. 


* 


These special explanations of the credit expansion 
of 1952 do not extend, however, to the still larger 
expansion of 1953; for this further shattering of the 
expectations of end-1951 reasons have to be sought 
elsewhere. During 1953 the Government did not have 
to face on balance any large unexpected demand for 
finance ; thanks to a big reduction in its “ below-line ” 
expenditure, the Exchequer’s overall deficit was much 
smaller than in 1952. And the net surplus on the 
external balance of payments must also have been 
smaller. The public sector was, indeed, a large net 
borrower from the banking system, but its borrowings 
were probably less than half those of 1952. 


The financing of the Government was therefore 
responsible for the creation of a much smaller volume 
of credit in 1953 than in 1952; had other factors 
remained unchanged, bank deposits would actually have 
fallen in 1953. But in fact there has been a big reversal 
in the credit trends in the private sector. Bank 


advances, which in 1952 dropped by £182 million, 
have in this past year fallen by only £42 million ; and 
the banks’ portfolios of commercial bills, which in 1952 
were drastically reduced (from {£181 million to only 
£66 million), have since risen by £13 million. More- 








7 
Fngs 
oy 


334 


over, the year’s fall in advances seems to be more than 
explained by a dip—temporary, no doubt—in the 
borrowings of the nationalised public utility indus- 
tries ; the latest figures to November last show a fall 
in these borrowings of £55 million, compared with 
November, 1952. Private borrowers, therefore, may 
have made net new demands on the banks to the extent 
of some {£25 million, whereas in 1952 they reduced 
their demands by almost £300 million. 

Most of the year’s increase of £127 million in bank 
investment portfolios does not represent a net new 
creation of credit: the greater part of it arises from 
the switch out of Treasury bills and call money that 
resulted from the Government’s funding operations of 
last autumn. But a moderate portion may represent 
true net purchases by the banks from the public, as 
distinct from securities supplied directly or indirectly 
by the Government broker; to that extent the total 
creation of credit for the private sector will have been 
larger than the estimate above. 

The rise in the demand for finance by private 
borrowers has developed more slowly, however, than 
many bankers expected ; indeed, it appeared mainly in 
the closing months of the year. The year’s net move- 
ment—equivalent to perhaps 13 per cent in the credit 
granted by advances and bills—is certainly small when 
set beside the good recovery in industrial production. 
Moreover, the reopening of commodity markets does 
not yet seem to have resulted in any notable increase 
in demands for bank finance. 

The total intake of new credit by the private sector 
cannot, in any case, have been responsible for more 
than a quarter of the year’s rise in net deposits. The 
balance has been directly attributable to borrowings in 
the public sector; and if the assumed temporary fall 
in the direct borrowings of the public utilities is allowed 
for, this would mean that the central government’s 
demands appreciably surpassed £200 million, in con- 
trast with some {£400-{450 million in 1952. This 
volume of borrowing is notably smaller than the 
Government’s apparent need for finance for purely 
domestic purposes, when allowance is made for net 
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receipts from tax certificates, defence bonds, savings 
certificates and from the counterpart of the increased 
note circulation, but without including cash issues or 
sales of securities through the market. The Govern- 
ment filled this gap, and financed the surplus on the 
balance of payments by borrowings from the public, as 
distinct from the banks. The first of these factors was 
smaller, and the second presumably smaller, than in 
1952 ; but when gold reserves are rising appreciably 
while the total surplus is shrinking, it is difficult to 
guess the impact upon the Treasury’s need for cash. 
It may have been larger on external account than the 
total surplus alone might imply ; if so, its borrowing 
policy may have been more conservative than the extent 
of its reliance on the banks superficially suggests. 

In the last analysis, however, the clue to the year’s 
monetary experience lies in the intentions of last April’s 
budget. Partly in consequence of the stimulus it gave, 
the expected expansion of production has been approxi- 
mately attained. This rise in output, and its associated 
rise in incomes, presupposed some expansion of the 
volume of money ; it turns out that the borrowings of 
the private sector from the banking system have only 
moderately expanded, and that quite recently. The 
monetary authorities have obviously taken the view that 
there was scope for a moderate easing of the credit 
situation as a whole. They have therefore thought it 
right for a further volume of credit to be created against 
Governmental borrowings. That is to say, the Treasury 
once again has not seen any need to resort to aggressive 
borrowings on the market in order to stop the rise in 
its demands upon the banks. There is room for argu- 
ment whether the resultant policy has been firm enough 
—for an important slice of the additional real resources 
available during the year has gone to consumption and 
wage pressures have revived. But, in the circumstances 
of this past year, any such criticisms should be 
addressed to the stimulus budget rather than to mone- 
tary management as such. Only in the event of a very 
sharp adverse turn would monetary influences have 
been deliberately used to change course from the 
budget. 





TABLE I.—LONDON CLEARING BANKS 





£ million As °,, of Gross Deposits 


| 


At End-December 1951 1952 1953 1951 1952 1953 





Gross deposits......... | 6,333 6,460 6,694 
“Net” deposits . | 6,035 | 6,154 | 6,370 
Liquid assets ......... 2,100 2,327 2,460] 33-2 | 36-0 36-8 
Ceihist Usk is chee 531 550 542} 8-4) 8-5 8-1 
Call Money ...... 598 529 501} 9-5 8-2 7-5 
jreasury Bills ... 791 | 1,182 1,338] 12-5 | 18-3 | 20-0 
Other Bills ...... 181 66 79] 2-9 1-0 1-2 
1 sury deposit 
I Tae dk teow 102 l 6 
investments plus 
advances ............ 3,897 3,897 3,982] 61-5 60-4 | 59-5 
Investments... .. 1,966 2,148 2,275] 31-0 | 33-3 | 34-0 
Advatices ....... 1,931 | 1,749 1,707 | 30-5 | 27-1 | 25-5 


TABLE If.—BANKING TRENDS COMPARED 


(£ million) 











Advances* Investments? 


Deposits* 


1952 | 1953 


1952 | 1953 


1952 | 1953 




















Barclays ...... 336°9 | 352-2 | 458-9 | 499-8 
ROO 6.555 ok -3 | -0 | 406-0 410-1 
Midland. ...... *6 | 447-5 | 486-1 
Nat. Provincial *2 | 241-2 | 249-7 
Westminster... -T | 258-5 | 279-9 
Martins ....... 3°21 115-5 | 120-2 
Bretriet = oi. S's 9 88- 92-9 
W. Deacon’s... ‘8 46-5 50-2 
Glyn Mills... .. ‘1 “9 
Coutts : , 
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*Excluding balances from or loans to auxfliaries. 
tExcluding “ Trade” investments. 
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The Gnat 


"T HE Gnat is a small jet fighter aircraft that is 
expected to fly this autumn; it has also become 
symbol of a controversy over defence policy, the 

temperature of which is rising as the aircraft nears 

mpletion. The Gnat is what is ironically known as 

“light” fighter; it is about the same size and 
veight as a Spitfire, and a great deal smaller, lighter, 
cheaper—and faster—than the modern jet interceptor, 
though less elaborately instrumented, and more lightly 
armed. Many defence experts hold that a fighter of 
this type will have to go into production, not because 

is technically superior to its heavier counterparts 
although it is certainly not inferior), but because it 

so much cheaper, easier to build, and easier to 
perate. Theirs is an argument of expediency against 
perfectionism. 

lhe North Atlantic Treaty Organisation’s experience 

f attempting to plan the defence of Western Europe 

as demonstrated two facts about the modern fighter 

that tend to be overlooked. One is that few countries 
can afford to buy such fighters in the numbers needed 
give adequate defence. The Mystéres and the Hunters 

1 order for Nato will all be paid for with American 
dollars, not with local currency. The second is that 
these fighters make such heavy demands on a country’s 
resources Of machines and man-power that they cannot 
be turned out in quantity in peace time, no matter who 
oots the bill; further, their size, weight and landing 
speeds suggest that they are not suitable for operation 

n the kind of emergency airstrips that would have to 
be used if Europe became a battlefield. These argu- 
ments apply with even greater force to Commonwealth 
countries that have to get along without American aid. 

The modern jet fighter costs about £70,000 and 
veighs at least 16,000 Ib. The Gnat, it is estimated, 
should cost about £25,000, weigh about 6,000 Ib 
fully laden, and take about one-fifth of the man-hours 
to produce that are needed for the bigger fighter. Had 
the Gnat been designed in France, Belgium, or Holland 
or even the United States, it might by now be going 
ahead with the maximum official backing. But for 
better or worse, it is a British design that has had the 
misfortune to be put forward at a time when the British 
defence budget is big enough to provide for substantial 
re-equipment of the RAF with Swifts and Hunters— 
the only Nato country able to afford this—but not big 
enough to provide a margin for the development of 
any additional fighter types such as the Gnat. In 
consequence, the Gnat is being built and financed out 
of private funds and has no official backing. 

The Air Ministry’s arguments for rejecting the light 
fighter in principle and the Gnat in particular are 
difficult to refute. In the Swift and the Hunter the 
RAF has on order and under construction as many day 


and Nato 


fighter machines as it is likely to need, and by com- 
parison with these fighters, the Gnat carries fewer guns, 
has a smaller number of radio channels, and is generally 
less fully instrumented. And because the Air Ministry 
has no immediate use for the Gnat, the Ministry of 
Supply, the department that would normally finance 
its development.and handle the production orders, has 
steadily refused to give the project support. But this 
is far from being the end of the story. The air experts 
admit that the Gnat, while under-instrumented, has all 
the essentials of a modern high-speed fighter ; radar 
ranging, VHF radio, armour, ejection seat, and 30-mm 
cannon. The Gnat has been designed by Mr W. E. 
Petter, who was responsible for the astonishingly 
manceuvrable Canberra bomber, and its prospective 
performance has never been questioned. The RAF 
concede that unless a machine like the Gnat goes 
into production, other Nato countries will never afford 
an adequate number of supersonic fighters. A second 
attraction is that the Gnat could operate from emer- 
gency airfields in Europe. Pressure is therefore being 
brought to bear on the Ministry of Supply to order a 
small number of Gnats as “ research” aircraft in order 
that their performance can be put through proper 
Service testing. 
* 


Meanwhile the company building the Gnat, Folland 
Aircraft Ltd., continues to finance the project out of 
its own funds. The company is a substantial contractor 
to the aircraft industry, and is not short of work. Its 
major difficulty has been to get a jet engine to meet 
the Gnat’s exacting requirements—that 1s, an engine 
weighing around 800 pounds, but giving a thrust of 
between 4,000 and 6,000 pounds. (The Rolls-Royce 
Avon, originally built to give a thrust of 7,000 pounds 
and currently giving 10,000 pounds, weighs in the 
region of one ton.) With such an engine, the aircraft 
would be able to fly at speeds well in excess of Mach 1 
(the speed of sound at any given altitude) in level flight 
and over a wide range of altitudes. No British fighter 
has yet attained this performance. Folland Aircraft 
succeeded in interesting the Bristol Aeroplane Company 
which is now developing a small engine, the Orpheus, 
to Folland’s specifications. The extent of Bristol’s 
commitment in this project is uncertain, but there are 
indications that the engine might eventually get the 
Government support at present withheld from the Gnat, 
since there are a number of applications to which the 
engine could be put. On this basis, Folland has calcu- 
lated that the company could produce Gnats at the rate 
of 50 a month by 1956, at a price of £25,000 apiece, 
fully equipped. 

A twist has been given to an already complicated 
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Situation by the growing interest shown in the War 
Office and the Admiralty in the Gnat. The Navy needs 
light fighters on its smaller carriers, and while the Gnat 
in its present form has too high a landing speed for 
carrier operation, the posibility of using it as the basis 
for a Navy fighter is being studied. The Army’s 
interest in the Gnat is for the ground support of troops. 
The armies in Europe need cover from 1,000 or more 
front-line ground attack fighters. In the past, day 
interceptor fighters have been specially modified for 
this rdle, and in the normal course of events, Swifts 


and Hunters would be similarly adapted when they had 
been superseded by improved interceptors. The Air 
Ministry finds this an economical way of getting two 
lives out of its fighters, but the catch, from the Army’s 
point of view, is that there may never be enough Swifts 
and Hunters in service to provide, ultimately, the 
Nor will 


ground attack strength that the Army needs. 
aircraft be 
taken off interceptor 
duties for several 
years. Strongly sup- 
ported by the British 
element, the Nato 
Supreme _  Head- 
quarters at Fontain- 
bleu has decided that 
the only way to get 
adequate fighter sup- 
port is by drawing 
up and publishing its 
own requirement for 
a light fighter for 
ground attack duties. 
This was completed 
only a few weeks ago, 
and it is a requirement that the Gnat could easily meet. 

A new factor entered the scene with the arrival of 
a team of American experts from Washington. A clause 
slipped into last year’s Mutual Security Act provided 
a sum of $40 million to finance the development of 
“ special weapons ” in Europe, which would contribute 
to the efficiency of Nato. The money must be allocated, 
but not necessarily spent, before the end of the 
American financial year in June. The experts have 
been studying a good many projects including several 
proposed by the Ministry of Supply—and they have 
also studied the Gnat. If the aircraft seems promising, 
Washington would have a strong interest in seeing it 
developed as rapidly as possible. The smaller countries 
in Western Europe are looking to Washington to pro- 
vide them with the military equipment that they need 
to meet their Nato commitments, and it would make a 
considerable difference to the American taxpayer if 
those commitments could be fulfilled with Gnats costing 
£25,000 in place of Hunters and Swifts costing 
£70,000 to £100,000. 


Folland Aircraft is doing something which has 
become pretty rare in the aircraft industry. It is 


those 









These scale drawings compare the dimensions of the Saber 
and the Gnat (shaded) 
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developing, without any assistance from the Govern- 
ment, a combat aircraft in which it has faith—much as 
the de Havilland company years ago had unsupported 
faith in the Mosquito. If the company can secure an 
initial production order from either the British or 
American governments, then it can be certain of an 
almost inexhaustible market among the less prosperous 
European countries and in the Commonwealth where 
defence costs are a major concern. Developments in 
radar design in the United States have produced sets 
small and light enough for the Gnat (or the Swift or 
Hunter) to carry; the aircraft could also be adapted t 
carry guided missiles and the company will certainly, 
attempt to establish it as an interceptor and not only 
a ground-support machine. Much depends, inevitably, 
on Bristol’s progress with the Orpheus engine. And 
if, in the end, no orders can be secured, the company 
stands to lose the several million pounds that it costs 
to. develop even a 
small aircraft. 

These and other 
signs during recent 
months that the 
British aircraft indus- 
try is being more 
venturesome in de- 
velopment risks must 
be welcomed unre- 
servedly. But as the 
story of the Gnat 
shows, enterprise of 
this kind can create 


Sabre Gnat 
Span 37 ft. 20 ft. awkward problems 
Length 42ft. 29 ft. for Government de- 





partments that have 
already = sanctioned 
substantial capital investment in production lines for 
other projects with which the new ventures compete. 
But whether the Ministry of Supply’s present policy 
towards the Gnat is correct in view of the machine's 
tactical, if not strategic importance, is a matter on which 
many experts in each of the services are prepared to 
express doubts. The Gnat’s buzz: is likely to become 
increasingly irritating as the time for its first flight 
approaches in the autumn. 
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A Bait for Bankers? 


ouBTS about what the Treasury would do to replace 
1) the £412 million of 2} per cent National War Bonds 
1952/54), due for repayment on March Ist, are now set 
t rest. Its decision—which fits nobody’s guess—gives a 
slimpse of the plans that the authorities may have in mind 
or the gilt edged market this year. Holders of the maturing 
bonds are invited to signify before February 8th whether 
they will convert on March Ist into 34 per cent Conversion 
tock 1969 plus a cash payment of {£1 per cent making the 
effective issue price £99. No cash subscriptions are invited. 
Hence no investment potential is being withdrawn from 
the market; and, indeed, a large slice of the maturing stock 
is already in official hands. The authorities could therefore 
be bold in fixing the terms distinctly “ above ” the market— 
and the date fully as long as the banks are likely to accept. 
The new stock, with its appeal of a single date, is designed 
ultimately to become a bankers’ stock, though at present 
it is probably too long for some of them. 

The authorities were obviously confident that they could 
pull the medium-dated range of stocks up to their level ; 
and this confidence has been justified. Medium-dated 
tocks did rise after the announcement, the sharpest 
advance being in Gas 34 per cent 1969-71 which rose 
; to £984. In the assented form the maturing War bonds 
ire now quoted at around {£99 which supports the idea 
that the new stock will start near the issue price. The 
market reaction indeed was favourable to everything except 
perhaps the name of the new stock which some people 
lisliked because there is already a 33 per cent Conversion 
stock (1951 or after) in the market. The big attraction 
is obviously the single date. A fifteen year 3} per cent 
stock of this kind is an opportunity that the Treasury 
seldom offers. Its yield to redemption in March 1, 1969, is 
£3 11s. 9d. per cent. At the time of the announcement the 
yield on the slightly shorter 3 per cent Funding stock 
1966-68 was {3 8s. 8d. to redemption in 1968 and on the 
3} per cent Gas stock 1969-71 £3 16s. 9d. to redemption 
m 1969. 

The Treasury is certain of acceptances from well over 
half the outstanding £412 million of maturing War bonds 
for the Government departments are big holders and have 
been buying recently. -The balance is held all over the 
country, mainly in small amounts, for the stock was origin- 
ally a wartime “tap” issue. But holdings in the money 
market—for whom the replacement stock is much too 
long—are believed to be quite small. Any guess of the 
amount of new stock that will result from the operation 1s 
obviously dangerous, but the market is anticipating a total 
of over £300 million. Much if this will start life in the 
Government departments and gradually become available 
in the market. On that assumption the Treasury is com- 
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fortably in hand since the conversion operations of last 
October left a surplus of around £300 million. The market 
should therefore be clear for some time for the capital needs 
of the nationalised industries and for the resumed flow of 
Dominion and Colonial borrowing that the Sydney confer- 
ence foreshadowed. 


No Blast of the Trumpet 


re tariff walls that surround the United States will 
not crumble before the toot of the Randall Commis- 
sion’s trumpet. But in spite of an unpromising start there 
is some solid and sound advice in the majority report though 
it is vehemently countermanded by the protectionist spokes- 
men on the Commission. The suggestions fall under three 
main headings. The first proposal is an amendment of 
the Buy American Act to exempt from its provisions the 
tenderers from other nations “ that treat our bidders on an 
equal basis with their own nationals.” Some harsh things 
are said in the report about the persistence of this anti- 
depression measure of 1933 into an era where it has no 
logical place, but the proposed concessions are limited to 
those countries that can acquit themselves of any discrimi- 
nation against the United States—and they are few. In 
the second place the Commission_recommends a funda- 
mental review of tariff schedules and customs formalities. 
It admits that the present complexities of customs adminis- 
tration are a significant deterrent to imports into the 
United States and that they create irritations which are 
detrimental to the foreign relations of the United States. 
Thirdly, the Commission proposes a three-year exten- 
sion of the Reciprocal Trade Agreements Act which 
embodied the Presidemt’s powers to engage in tariff nego- 
tiations. The President should be authorised to reduce 
existing tariff rates by not more than § per cent of the 
present rates in each of the first three years of the new 
Act. That will overcome the serious obstacle to tariff 
negotiations with the United States which arises because 
on certain important items the United States have already 
yielded the maximum of present permissible concessions, 
namely 50 per cent-of the rates in effect on January 1, 1945. 
The Commission also suggests that the President should 
be authorised to reduce_tariffs by not more than half of 
the rates in effect at the beginning of 1945 on products 
which are not being imported, or imported in negligible 
volume, into the United States. This concession could be 
made “ with or without receiving reciprocal concessions.” 
For all other reductions of tariffs, however, the principle 
of reciprocity is to continue to apply. The Commission 
suggests that in an annual report to Congress on the trade 
agreements programme, the President should announce 
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what reciprocal concessions have been obtained in exchange 
for the reductions in the American tariffs. The Commission 
re-emphasises this point by declaring “we do not believe 
that unilateral action by the United States will solve the 
world’s trade problems.” 

Apart from the implications of the complete dissent fron 
these tariff recommendations from two members of the 
House of Representatives, who hold important positions 
on the Committee that will consider any relevant legisla- 
tion, the main disappointment with this section of the report 


lie in the emphasis given to this principle of re 


LN 
procity. Given the inordinately high level from which the 
reduction in American tariffs began and given also the 
structural surplus in the United States balance of payments 

which the Report makes repeated reference, it seems 
strange that the Commission should so consistently refuse 


face the logic of its own reasoning—the need for some 
1 


inilateral tariff concessions on the part of the United States. 


Caution on Con vertibility 


NE of the most revealing and significant sections of 
() the Randall Commission’s Report is that dealing with 
progress towards currency convertibility and the part that 
the United States might play in helping that movement. It 
is, incidentally, the only section of the report unencumbered 
by notes of dissent—perhaps because the relevant passages 
are addressed not to the United States but to the outside 


‘ a 
worid. 





The report defines the two views on inconverti- 
regards it as a short-term problem requiring 
for its solution little more than the curbing of inflation ; 
the other sees inconvertibility as a problem that emerges 
from structural and deeper-seated changes in international 
trade and payments already becoming apparent before the 
war. 

The Commission leans to the second view. Although 
it agrees that general economic conditions required for cur- 
rency convertibility are more nearly present today than at 
any previous time since the war, it still envisages progress 
towards this goal as a sedate movement in which each ste 
should be consolidated before the next one is taken. The 
Commission would deplore a mere technical convertibility 
bolstered up by restrictions on trade ; it believes that the 
removal of restrictions on payments and on trade should 
go hand in hand. It does not favour a “dash” for con- 
vertibility, or letting a currency “find its own level "— 
which might all too easily lead to unrestrained inflation. It 
is, however, sympathetic to the concept of a “floating rate ” 
by which it presumably means a wider tolerance of exchange 
fluctuations on each side of the parity. Above all, it 
stresses that before any move into convertibility can be 
made by European currencies, and particularly by sterling, 
a considerable strengthening of reserves must be achieved. 
It points out that.even now sterling finances about 40 per 
cent of the trade of the world and if it were made con- 
vertible it would be exposed to commercial and speculative 
pressures to a far greater extent than any other European 
currency. 

The necessary strengthening of reserves, says the Com- 
mission, could be achieved by more active utilisation of 
the International Monetary Fund’s holding of gold and 


olity , one 
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convertible currencies which now amount to $3,300 million. 
A second means of strengthening foreign reserves would be 
provided by the extension of stand-by credits or line of 
credit arrangements to foreign central banks by the Federal 
Reserve system—a proposal that drew no reservation or 
dissent from any member of the Commission. 

The Commission also warns Europe not to make any 
move towards convertibility that might wreck the European 
Payments Union before something better can be put in its 
place. Such comment on the convertibility problem is highly 
revealing as a reflection of official and well informed views 
gleaned from witnesses who were examined by the Commis- 
sion during its visits to Europe. A careful reading of this 
section of the Report will provide the best available infor- 
mation on the character of such official convertibility plans 
as exist in Europe today. It will also reveal how much the 
United States have learned since 1945 when their highest 
authorities were instigating not so much a “dash” as an 
isolated “crash” into convertibility by sterling. 


Against Commodity Agreements 


HE Commission is opposed to international marketing 
a agreements as a means of stabilising commodity prices. 
It believes that such agreements cannot solve the 
problem of instability, and that they “ introduce rigidities 
and restraints that impair the elasticity of economic 
adjustment and the freedom of individual initiative, 
which are fundamental to economic progress.” Another 
objection is that the types of agreement so far tried 
or proposed “involve commitments which could lead, if 
extensively employed, to very great outlays of American 
government funds in certain contingencies, of indetermin- 
able amounts.” The Commission is therefore also against 
proposals that the United States should itself operate buffer 
stocks to stabilise world prices. “Experience with the 
costs of efforts to stabilise certain commodity prices within 
America are an indication to the indeterminability of the 
costs of similar programmes on a world-wide scale.” 

The Commission doubtless had in mind the cost of subsi- 
dising exports of American wheat.under the International 
Wheat Agreement. This agreement, it states, has contri- 
buted little to solving the wheat problems of America and 
the world at large. The criticism is surely confused. The 
only remedy for the massive surplus of wheat is for the 
exporting members to produce less or sell more. The cost of 
subsidising America’s exports of wheat is simply a function 
of its high domestic support price, which—as the report 
complains elsewhere—has encouraged over-production in 
America and abroad. US government funds are not com- 
mitted in the new International Sugar Agreement, nor 
would they be in the proposed tin agreement, both of which, 
incidentally, attempt to adjust production to demand by 
controlling exports and stocks in the producing countries. 

The Commission would attempt to bring greater stability 
to commodity prices by: trade liberalisation ; diversifica- 
tion of the economies of countries excessively dependent on 
a few commodities ; avoidance of actions by America in its 
own commodity control and stockpile programmes that 
would have avoidably disruptive effects on prices ; con- 
tinued international co-operation to improve knowledge of 
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world supply and demand, and to explore possible means 
i) of lessening instability of prices; and policies that would 
iemper the fluctuations in the American economy. These 
proposals are admirable, familiar and almost certainly 
nadequate. Two members of the Commission, Mr 
McDonald, president of the steel workers’ union, and 
Mr Whitney, a New York financier, share these doubts, and 
tate that commodity agreements that embody fiexible 
price policies and take account of long-term trends of supply 
and demand may be worth while. 


Second Thoughts for Steel Shares 


Y all reasonable standards, the offer of Lancashire Steel 
B shares to the public has been a failure, and much worse 
than most people foresaw. Clearly, the 4,500,000 {1 

rdinary shares were over-priced at 22s. in face of the 

liscount on United Steel ordinary shares. But the 4,500,000 

per cent preference shares at 21s. were expected to 
ttract the institutions and some personal funds as well. 
In fact, apart from underwriters’ applications, only 500,000 

f the ordinary shares were applied for and only 2,700,000 
f the preference shares. Of these, applications for 
1,600,000 preference and 400,000 ordinary come from 
former shareholders. The offer was technically “ over- 
ubscribed ” ; since underwriters had to back their com- 
mitments with firm applications for the same number of 
shares, that follows automatically. But the fact, as distinct 
irom the appearance, is that after small applicants and 
former shareholders had received full allotments, under- 
4 writers were required to take up 89 per cent of their 
3 quotas of ordinary shares and 42 per cent of the preference 
nares. 

There must now be a decent interval free of steel offers, 

nd some clear thinking before Sir John Morison and the 

City consortium attempt to sell back another company to 
the public. The period of market indigestion with 
Lancashire Steel may not last long, for there are so few 
‘ stags” wishing to sell. Already the preference shares, 
which touched 1s. discount on Monday, have rallied to 
around 14d discount. The ordinary shares have been down 
10 2s. 6d. discount and are now around 2s. 14d. discount. 

In the interval which must now elapse two points seem 
to call for thorough reconsideration. First, what is the 
proper yield for a steel share against the background of 
Labour’s renationalisation threat ? Lancashire Steel was 
resold to the public at a profit of roughly £1} million and 
the preference shares have been created with a right to 
redemption at 22s. No one can pretend to envisage how 
renationalisation would be contrived if it ever were 
enacted ; but there is at least a possibility that the whole 
{1} million might fall on the 4} million ordinary shares, 
involving a capital loss of over 5s. per share. That possi- 
bility, remote as it may be, costs something in terms of 
current yield. Secondly, is there any real merit in requiring 
underwriters to put in firm applications equal to the amount 
of their underwriting ? It does not increase the funds that 
a underwriters are prepared to earmark for investment in 
a steel shares. And the method hardly achieves even good 
3 window dressing ; for some part of what the institutions 
i are now taking up as underwriters represents their genuine 
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requirement as investors. If these shares had been taken 
up on free applications along with those from the public, 
the result would have looked better. 


“ Commitments” and Coal 


N return for the wage increase of which it has recom- 
mended acceptance this week, the National Union of 
Mineworkers would promise nothing more specific than 
that its leaders will have one extra talk with the National 
Coal Board every three months. Even if its polite 
agreement as to the desirability of an extra 5 million 
tons of coal from the mines this year were the “ com- 
mitment” that the board would like to suggest, the union 
would not be promising anything remarkable, nor is 
there any suggestion that anything would happen if its 
“commitment” should not be honoured. An increase of 
some § million tons in deep-mined output this year is 
roughly what might be expected from the recent trend of 
output, other things being as equal as they ever are in coal ; 
last year, though extra holidays cost the industry about 
54 million tons of output, the miners’ final total turned out 
to be only about a million tons lower than the year before. 
The wage increases will cost just under £10 million a 
year, adding about 2} per cent to the industry’s wage-bill ; 
so an increase of § million tons or rather more, if it occurs, 
should neatly bring: the labour cost per ton back to its 
present figure. The Coal Board, therefore, was able to hope 
that no general increase in prices need result—though it 
covered itself by mentioning rises in other costs, such as 
likely increases in the cost of more elaborate safety measures 
under the bill now in Parliament. Once again the board 
emphasised that it did not intend to raise the price of coal 
to “ industrial consumers ” as a result of this wage increase ; 
and once again it reserved its right to review the prices of 
its different coals “ from time to time.” 

This increase in coal costs, therefore, is for the present 
broadly to be absorbed by the industry, and the miners’ wage 
increase will not cost the coal consumer more immediately ; 
though the railwaymen’s will, since the impending increase 
in railway freight charges would add perhaps 2s. to 4s. a 
ton to the delivered price of coal. Any wage increase that 
can in some way, however tenuous, appear to be linked to 
productivity has perhaps some virtue today. But this one 
should not be allowed to set the precedent that the miners 
are entitled each year—in advance—to whatever benefits 
may accrue from all the resources that are ploughed into the 
coal industry ; their own skill and effort are not the only 
contributions. 


A Banker on Convertibility 


HE last movement in this year’s symphony from the 
bank chairmen has been heard this week ; it carries 
to fitting crescendo the warning notes about exports that 
sounded through the earlier phases. Lord Aldenham, of 
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the Westminster Bank, points out that in 1953 Britain 
paid its way only by a narrow margin, yet it will require 
“our very best efforts” to better this margin in 1954. 
Increasing competition in export markets, he emphasises, 
is “ now no distant menace.” There is disturbing evidence 
of the energy of the “united” drive of employers and 
employed in Western Germany; there are “many 
instances ” in which British goods have been priced out of 
even their traditional markets ; and there still are difficulties 
over Britain’s delivery dates. 

Lord Aldenham’s other main theme, the question of 
convertibility, may seem less fitting to some of his brother- 
chairmen. One of them had pleaded for convertibility 
“as soon as practicable” and others had expressed regret 
at the delay. But Lord Aldenham bluntly says that “ it 
does not seem likely that full convertibility between the 
pound and the dollar would help us much at present.” 
Unless Britain’s shop-window was as attractive to the world 
as the American shop-window, it would imply either a 
depreciation of the pound or “ an even more severe restric- 
tion of dollar imports than we suffer from now.” He sees 
some favourable signs in the progress of Britain’s exports, 
notably of cars, to North America; but is anxious that 
Britain should “ not again risk the disastrous experiment in 
convertibility of 1947.” 

The Westminster Bank’s decision not to raise its dividend 
is explained in approximately the terms indicated in these 
columns a fortnight ago. Lord Aldenham recalls that the 
Westminster has long paid (and still pays) a higher nominal 
rate than most of its competitors, and he then draws 
attention to the fact that the temporary depreciation shown 
on its investments at mid-1952 (when the book loss sus- 
tained during the half-year was not “ minimised” by any 
writing-down) represented a high proportion of its pub- 
lished reserve at that date. This “so recent and so sharp 
reminder of the way in which the market value of even 
British Government securities may fluctuate” convinced 
the board that there was no justification for raising the 
dividend. The “best interests” of shareholders were 
served by strengthening inner and published reserves. 


To Plough or Not to Plough? 


N the past few days investors have had the advantage 
] of two contrasting views on how much of a company’s 
earnings should be distributed and how much ploughed 
back into the business. Sir Harry Pilkington, president of 
the Federation of British Industries gives one view, Lord 
Balfour of Burleigh, chairman of Lloyds Bank, the other. 
The banker and the industrialist start from the same point: 
there is a big need for the investment of fresh savings in 
industry ; there is no certainty that the right amounts will 
be forthcoming when and where they are needed. From 
that point, the two part company. It is the industrialist who 
pleads for low dividends and a compulsory holding back 
of shareholders’ money, the banker who calls for liberality. 

Says Sir Harry Pilkington: “ We must persuade our own 
shareholders to take the long view.” He believes that 
industry will continue to plough back as much of its profits 
as it can and that that is all to the good. “ The perpetual 
demand for greater resources is most profitably met from 
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within by the retention of profits, even in some cases of 
all the profits.” Lord Balfour takes exactly the opposite 
view. He says that the excessive degree to which industry 
now has to depend on the ploughing back of profits has 
drawbacks. ‘“ Once a business has made adequate reserve 
provisions it is much the best thing, under normal condi- 
tions, that profits surplus to requirements should find 
their way back, via a healthy investment market, to the 
enterprises that can make the most profitable use of addi- 
tional capital, and whose growth—or even foundation— 
may well be frustrated under present conditions.” 

It must be admitted that the distortions of the tax system 
are at present working for Sir Harry Pilkington’s view and 
against Lord Balfour’s. Retained profits bear heavy taxa- 
tion. But distributed profits bear also distributed profits 
tax and often surtax, and the potential sinews of new invest- 
ment are thus diverted from private risk financing to the 
public sector of the economy. There also remains plenty 
of room for a difference of view about what constitutes 
adequate reserves. The capitalist in power is apt to use 
a different standard from the minority investor without 
intimate responsibility. Shareholders of J. Sears have just 
discovered that even a take-over and change of masters does 
not always release as much as had been hoped for. Still, 
when all allowance has been made for those factors the 
average investor would prefer to take his dividend and do 
his own investing rather than submit to the course of 
education and compulsory investment which Sir Harry 
Pilkington outlined to his Scottish audience last week. 
And, as Lord Balfour pointed out, excessive ploughing 
back gives no guarantee that expanding industries will get 
their proper share of available savings or that new enter- 
prises will be able to find capital at all. 


FBI Meets World Bank 


HIS is the season when the bankers express their views 
t on industry and trade. No one will complain if for 
once the industrialists have found occasion to express their 
views on banking. Least of all will the bankers complain, 
when the result turns out to be a fine testimonial. In an 
atmosphere of doubts about the fair distribution of the 
orders that spring from the operations of the International 
Bank a four-man group from the Federation of British 
Industries including Sir Norman Kipping, the director- 
general, went to Washington, visited the headquarters of 
the bank, and presented their report on Wednesday. Intro- 
ducing it Sir Norman Kipping frankly admitted that they 
had gone out in an atmosphere of “ allegations of practices 
that were biased ” and that they had been converted. The 
most vital conclusion reads: “* We have no doubt about the 
bank’s impartiality of outlook.” In detail they apply that 
testimonial of impartiality specifically to the department of 
General Wheeler, the Engineering Advisor, which has such 
a powerful effect on the flow of orders for bank financed 
schemes. On one item only—agricultural equipment—is 
there still a suspicion of addiction to the American product. 

Though the visiting group has come back converted their 
report is certainly of value: it will receive a wide distribution 
through industry in this country, which is itself worth while. 
There remain important suggestions of detail, though many 
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Surface temperature 110°F, yet underneath is a high pressure steam 
boiler feed line. Because of the efficiency of Darlington 85% Magnesia, 
the pre-heated steam reaches the boiler with negligible temperature drop, 

saving boiler fuel. No matter how small the hot surface area, it will pay 
to install Darlington 85% Magnesia Insulation. Our technical depart- 
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these have to be addressed to the British Government 
ther than to the International Bank. 


They include a plea 
the Treasury for ‘ 


‘as open a policy as possible 7 on the 


of the British sterling subscription to the bank’s funds. 
ey also reveal the regrettable fact that the bank’s abl 


internationally-recruited staff includes m Roe 
rineer ; no British engineer of sufficient qualificati: 

put forward—which presents a useful job for the io BI 
d the British authorities to tackle. 


1. 


i} 26 


Purchase Tax Chan ges 


“NM USTOMS returns for 1952-53 show, for the first time, 
C the effects of the “D” scheme on purchase tax 
enue. At first sight, they appear to bear out the textile 
rades’ argument that sales resistance to goods attracting 
ix is on the increase. While the yield of Customs rose 
{12 milhon to £1,764 million, total purchase tax 
eceipts dropped from a peak figure of £338 million in 
19§1-§2 to £31§ million for 1952-53, and the amount paid 
n clothing and textiles (including shoes) fell from nearly 
{80 million to £4§.§ million of which only £26 million 
ame from textiles. But a drop in receipts would have 
been inevitable, since the rate of tax on textiles was cut. 
shortly after the 1952 budget, from 333 per cent on made- 
up clothing, and 664 per cent on piece goods to 25 and 
sO per cent respectively. Moreover, 1952-53 covered a 
period of depression in the textile industries during which 
retail sales were indeed recovering, but the movement of 
goods through the hands of the “ registered traders” who 
collect the tax from retailers were decidedly slow and 
traders’ stocks of taxed goods were kept down to levels 
irely adequate to support normal trading. A high pro- 
rtion of the stocks being unloaded onto the market 
iring that period also consisted of erstwhile “ utility” 
merchandise that had attracted no tax at all. The drop in 
ceipts from textiles, however, looks as if it has been sub- 
tantially more than the {10 million that the Chancellor 
timated that he would lose during 1952-53 (£17 million 
a full year) when he introduced special tax concessions 

1 May, 19§2. 
The effects of the minor recession in consumer trades 
can be seen in the purchase tax receipts for most other 
types of goods. In almost every group, they were lower 
than in 19§1-§2, the only noticeable exceptions being radio 
and television, up from £20.9 million to £24.6 million as 


i 


PURCHASE TAX RECEIPTS 


1951-52 Goods chargeable at 1952-53 
/ mn. Per cent £ mn. 
Setae vey % 25 ee se 21 
Ls Semana Pate ea ee se tesa 135 
chin pee aeons |) Ser Se ae 5 
We ee ie we 663 i ae Sa 112 
WE Atviseese wen Se. ova 5 42 
338 315 


television reached new areas, and road vehicles (includ- 
ing cycles). The yield here rose from {50.8 million to 
£71.3 million as more cars came onto the home market. 
The only other category to show an improvement was 
toilet goods and perfumery, where the tax receipts rose 
£2.4 million to £23.1 million. 

Car and radio sales (both attracting tax during that 
period at 663 per cent) made a big contribution to receipts 
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during 1952-53. Tax concessions made in the 1953 budget, 
when the rates on non-textiles were cut by one-quarter 
nes them down te 25, §0 and 7§ per cent, were 
expected to cost the exchequer no more than {£60 million 
in a full year. The table suggests, however, that unless 
retail sales of taxed goods have risen considerably, the cost 
to the Exct 1equer may prove substantially higher. 


Back Duty Squeeze 


MID the mass of statistics in the report (Cmd. 9030) of 
l \ the Inland Revenue Commissioners for hy ‘yeae to 


Ma rch 31, 1953, the oot have revealed what 
e avings and deposit accounts has 

deen. From the statistics reproduced in the accompanying 
table it is clear that eo investigation has had some suc- 
cess in clawing back tax payments from those who had 
failed to declare their full incomes. Nearly 10,000 cases 
were dealt with in 19§2-§3, compared with just under §,000 
the previous year. Over £11 million, compared with 
nearly {9} million, was collected in back duty; nearly 
£4 million of this total charge represented the penalties 
imposed on the culprits. In addition, the District Inspec- 
tors settled over 136,000 “ small cases” in 19§2-§3, com- 
pared with just over 5,000, and collected nearly £5.4 million 
in back duty, compared with only £421,000 the year before. 


blood their probe into 


BACK DUTY COLLECTION 








Years ended | Number of Tota] charge Penalties* 
March 31 Cases £'000 £000 
ee ee 
193: 2,774 | 3,131 | Not heonre 
1948 1411 | 4,190 
1949 1,802 | 4,432 | 1, 060 
1950 1,886 | 5,054 1,291 
1951 | 2.838 7470 3=| 1,735 
1952 | 4,962 9,430 2,446 
1953 9,836 11,045 3,865 
* Included in total charge. 
Blood, then, has been squeezed from the smaller stones. 


This was made possible by the 1951 Finance Act, which 
gave the Inland Revenue the power to obtain from the 
banks and savings banks (including the Post Office Savings 
Bank) the names and addresses of those who received more 
than {15 of deposit interest not taxed at source. It was 
not until 1952-53 that the Inland Revenue could take full 
advantage of this investigation and then it had to employ 
more inspectors to tackle the job. But it would be prema- 
ture to pat the commissioners on the back for this achieve- 
ment. Counter measures against tax evasion started late 
and cannot yet be over. And the Inland Revenue could 
enter the fight only after it had been provided with new 


. powers of inquisition. 


A Blow to the Heart 


N their latest report the Inland Revenue Commissioners 
have revealed for the first time what proportion of 
the assets of estates caught in the death duty net represent 
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shares in private companies, as distinct from quoted securi- 
ties. The appropriate statistics are reproduced in the 
accompanying table. They must be treated with 
caution, not least because they are in a sense part of the 
Inland Revenue’s answer to the long list of memoranda 
recently submitted to the Chancellor on estate duties. 


The estates have been grouped in the order of their 
net capital values. Hence, the distinction between the 
that consisted almost entirely of liquid assets 
or quoted securities and the estate made up of private 
company shares or property has been entirely lost. 
The statistics in their present form would suggest that 
the smaller estates (on which the duty is light) have 
substantial liquid balances and that, therefore, it was not 
necessary for the éxecutors to sell, say, shares in a private 
company or Some piece of property to meet the duty. As 
a superficial generalisation this cannot be far off the mark. 
But it cannot hide th® fact that each individual estate may 
differ widely from the average pattern. Some even’ in 
the low-duty categories doubtless consist of little more than 
assets (or shares) in a. family business, so ‘that death may 
force a sale of shares perhaps jeopardising a family’s control. 


estate 


DISTRIBUTION OF ASSETS 





5 vi }- OF 
ae B35 Sh oY | Ss Dp 
Range of Net Capital} of 2 SS | Beep Sis y= 
Value of Estate | $2) Bab Se | 8S | BB 3a 
5 “DA iY ils tts 
», 000°. 1-8 23-9 34-5 5-3 34-5 1-2 
10,000 3:4 51-6 29-1 5-] 30-8 3-4 
000--15,000 4-0 57-2 28-2 4-7 25-9 6-8 
100-20, 000 6:5 {,40°6 25-0 5:6 24-3 | 10-12 
)00-25.000 715 43°3 21:2.) 4-2 23-8 15 
», 000-30,000-..-. ova} 6-8. 45-4 21:8 4-3 .}-.22-5 18 
100- 40,000 8-9 46-9 20-4 3-3' 4 21-2 21-24 
10,900--58,000- . 8-6 50-3 18-3 +| ‘2-9 13-9 |. 28-31 
100--60,000 8-4 53-0 | 1797] 1-9 | 18-8 35 
60,000-—80/000 8-4 53-8 18-4. {| 2-5 16-9 | 40-45 
8 }~106,000 10-TF 52-1-1 17-6 1-0 18-6 45 
100,000-200,000 ;.’. 12-3 52-5 16:8 1-3 17-I | 50-55 
10,000-300,000 ... 16-2 49-0 12-8 3:1 18-9 60 
} 000-$00,000 :.. | 11-2 51-7 §3-6 0-4 13-] 65 
100,000-1,000,000 .. | 19-1 47-0 12-7 | 1-9 | 19:3 | 70-15 
1,000 000-2,000,000" | 26-2 30-7 2us | 2:7 19-6 F 80 
r 2,000,000... .. Was S825 8-1 0-2 21-3: 1°" 86 
All estateg 75.5005 0. 7-0 40-1 24-1 5:7 25:1 wet 
7 uding cash, insurance policies, building society shares and deposits, mortgages, 


stacked ling land, household goods, house property, business premises, and other real 
and personal property 

Even with this grave shortcoming-these statistics indicate 
the threat that death duties can impose on a private com- 
pany, whose shares or-assets do not command a ready 
market. As the estate grows larger, the more menacing 
does this threat become. * The table shows that at the very 
best many ‘of the estates: worth more than {£200,000-have 
to exhaust all their liquid assets to pay the duty, and few 
families would-be willing to lose all the liquid assets before 
touching the business assets. Right at the top of the scale 
the greater part of assets of every kind must be realised 
to pay off the duty. Thus in the larger estates death duties 
can force a sale of .business assets. And if this sale leads 
to a loss of control it has. dealt a severe blow to the heart 
of the family business in this country. The blow will 
be even harder when the next generation of owners dies. 
With the high rate of tax on incomes this generation will 


“be unable to build up large personal estates outside the 


business. 
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Discount Market Portfolios 


HE accounts of the “Big Three” discount companies 

for 1953 reveal, as expected, a notable expansion of 
their bond portfolios and a contraction of bill portfolios. 
The aggregate of the former has risen by {55.2 million to 
£240.8 million, the highest figure ever shown, while the 
aggregate bill portfolio has dropped by £71.1 million to 
£327.7 million and thus is almost 25 per cent below the 
peak reached four years ago. Although these trends, as 
the accompanying table shows, are common to each of the 
houses, they should not be regarded as measuring the 
change in the pattern of portfolios during the year, since 
important movements are known to have taken place 
towards the year-end. It will be noted that by far the 
greater part of the aggregate fall in bill holdings, as well 
as a large part of the rise in bond holdings, is represented 
by the Union Discount. The investment holdings of this 
house have been virtually restored to the high level shown 
at end-1951; but in 1953, as in 1951, an important part of 
the rise resulted from market conditions late in the period. 
The. bill holding, similarly, was affected by abnormally 
heavy purchases by the banks during December. 

There is no doubt, therefore, that, despite the growth of 
“outside ” competition, the discount market’s turnover of 
Treasury bills during the year showed no such decline as 
the. balance sheets might seem to suggest. Indeed, th 
chairman of the National Discount discloses that his com 
pany enjoyed a record turnover. At the level of rates ruling 


DISCOUNT MARKET 
‘Bic THREE” 


RESULTS, 1951-53 
Discount Houses 


(f million) 





At Dec. 3lst Union National ‘Alexanders Total 
Bills :— La28 
1961. hi ae j 150-7} 102-9 | 88-7 342-3 
ee oe | 203°7 | 115-1 80-0 398-8 
1055 C ki =. 141-5 | 111-2 75-0 327-7 
Investments -— | 
"1951... spe | 99-0 | 55-9 | 59-3 214-2 
1980.35... .. 65-4 | 67-8 |... 52-4 185 +6 
eee 97-1 | 75-2 68-5 240-8 
Loans & Deposit 5: 
BOGE 6 os ces 247-9 155-3 144-9 548-1 
IQRB ss > was 266-9 180+4 129-4 576-7 
at 244-9 | 186+3 140-6 571-8 
Capital & Res.*:— 
ROBES i 4 8-6 | 5-5 | 4-1 18-2 
1952 Fo | 8-7 >| °° 5-6 | 4-1 | 18-4 
Ree Soak So] 8-8 | 5-8 | 4-3. |. 18-9 
ee 
Net Profits :— | - 4000's | £000's | - £000's. --4000's 
19 feb 3638-5. Lo Rod-3 | 2 14GB 718°4 
168 oe | 322-0 | © 297-1 ---.176-6 795 -¥ 
Wi 367:9 | 369-6 281-6 -1,019-1 





* Including carry forward. 


for bond money before the reduction of Bank rate, bond 
business did not look attractive by comparison with business 
in bills, and portfolios probably tended to decline in the 
first half of the year; they have since been substantially 
built up. During the greater part of the year, turnover 0! 
commercial bills remained at a very low level, but towards 
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| AKAdwertising 


Payday—full employment and a full pay 
packet for everyone. Public demand is keeping 
the works at full capacity. 

jut the economists have a spectre called 
‘deficiency of effective demand”. In plain 
terms people buy less than the works produce. 

The machines slow down, profits fall, 
individual firms and trade as a whole descend 
into the trough of the trade cycle. 

Against this, advertising keeps sales moving. 
Production flows. People hold their jobs. Firms 


retain their trained and valuable labour forces. 


(ice apa a eR MIA 


In modern economic theory advertising is 


ot an uncompensated item in production costs. 





4 By creating mass demand it makes possible large 
le production with lower prices. And at the 
same time helps to stabilise demand at the level 


needed to maintain employment. 
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" Edinbergh, rich in architecture and in 
the natural beauty of its setting, has 
been called the modern Athens. It has , 
also many distinctive arts and crafts 
amongst w hich 1s the making of “Glayva” 
a distinguished Scotch Liqueur which has 
made many friends far beyond its borders 
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All sizes £10.10.0. Also a wide 
range of gaberdine raincoats. 
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Vhy do 
ve do it? 


SE eS Se a eee 





T MAY PUZZLE SOME READERS of these 
Daa to know why — since 
mass circulation is not the aim of the 
Manchester Guardian —we advertise at all. 


Here are our reasons. 





Truly, we do not seek the millions — nor 
they us. The Manchester Guardian is for the h 
relatively few, the influential ‘thinking minor- 
ity’. But not all of that minority is yet fully 
aware of the Manchester Guardian and of how 
much it offers them. ; 

We believe that there is still a considerable 
number of men and women who would really 
appreciate the Manchester Guardian but who 
—because habit is so hard to break— continue 
with a newspaper which does not really satisfy | 
them. These are the new readers whom we} 
should like to enlist. | 

To gain such extra readers would be an 
obvious help to the Manchester Guardian. 
Equally the Manchester’ Guardian would be 
a help to these readers. Here then is a marriage 
of mutual interests which your newsagent will 


be happy to arrange. 


If you have any difficulty in getting your 
Manchester Guardian regularly, please write to: 
The Manchester Guardian, Manchester. 





ce 
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end of the year the flow of these bills began to respond 
the sharp reduction of rates that followed the reduction 
Bank rate—and perhaps also to freedom for commodity 


ings. 


Vierchandise Marks with a New Look 


“THE revised version of the Merchandise Marks Act comes 
[ into operation on Monday, and with it a whole batch 
f new headaches for traders and their solicitors. It now 
becomes an offence to make claims that are “ misleading,” 
; well as those that are blatantly false, and the new Act 
mbraces such aspects as the properties or quality of goods 

that the old one did not. But these admirable intentions 
may prove difficult to put into practice. It promises to be 
xceedingly difficult to define such a term as “ misleading ” 

the satisfaction of the courts, and harder still to pin 
iown so elusive a concept as “ quality.” And the new Act 
perates under the same handicap as its predecessor, namely 
hat unless the offending claim is made on a trade mark, or 
label attached to a specific piece of merchandise, it may 
difficult to find adequate grounds for prosecution. 

[Traders who make lavish promises in their advertising, 
ut are more circumspect about what they print on the 

packet, are beyond the Act’s reach. 

At the same time, it is beginning to look as if large 
numbers of trade descriptions that industries have con- 
nued to use after changing production techniques deprived 
them of much of their original meaning, may now be 
fences under the new Act. (Furniture is a typical ex- 
mple.) Finally, the problem of policing the Act remains 
is big as ever. The Board of Trade and the Ministry of 

Agriculture, which share nominal responsibility for insti- 
tuting proceedings when the offence seems sufficiently 
serious, are likely to do whatever they can to start prose- 
utions under the new Act during the next few months, 
1 order to demonstrate that it has some meaning. But 

they are not likely to maintain this degree of interest for 
ng, and few private organisations have the funds necessary 

(o bring many cases to court unless the magistrates begin 

award them higher costs. 


Support for the Tin Scheme 


de Malayan tin-mining industry has decided by the 
large affirmative vote of 68 per cent to support the 
proposed International Tin Agreement, and the Federal 
Government will ask Britain to sign the agreement on its 
behalf. In Nigeria, the other British tin-producing colony, 
the industry is in favour of participation ; the Nigerian 
government is not committed, but may well be favourable. 
In view of Malaya’s financial difficulties the British govern- 
ment, subject to Parliamentary approval, will finance its 
contribution to the buffer stock. Malaya’s maximum con- 
tribution, based on its production, is 36.6 per cent of 25,000 
tons of metal or its cash equivalent, which at present would 
involve £5.8 million. The loan is to be recovered by a 
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levy, probably of 10 per cent, on the value of tin exports, 
but producers that can show need may receive further 
financial assistance. Mines that do not or cannot fulfil their 
production quota will be allowed to sell their quota to 
another mine at a mutually agreed price, but the arrange- 
ments for such sales have still to be worked out. The 
problem is to arrange for such transfers in a way that affords 
maximum flexibility in the industry without creating a 
vested class of absentee mine owners. 

Nigeria, the smallest of the tin exporting countries, has a 
commitment of only 5.4 per cent to the buffer stock. The 
two major mining groups would finance their own contribu- 
tions, and it is understood that the Colonial government 
would assist the smaller companies without calling on aid 
from the British government. The prospect of the agree- 
ment coming into effect is perhaps not materially worsened 
by the Randall Commission’s objections to such agreements. 
It was never likely that Congress would ratify a tin agree- 
ment, but the Administration may still be sympathetic to 
it, at least in private. It is probable, however, that the 
British government will have to work even harder to collect 
sufficient support for the pact from the independent con- 
suming countries. The Randall Commission’s report has 
driven the last nail into the coffin of a rubber agreement, 
in which American participation would be vital. 


Futures Trading in Sugar? 


MODIFIED form of futures market in raw sugar is 

being considered by the London trade. As the whole 
of Britain’s domestic requirements of imported sugar, 
amounting to just under two million tons a year, are still 
handled by the Ministry of Food, the market may have to 
be confined to the raw sugar that is privately imported for 
refining and re-export. This amounts to some 650,000 tons 
a year, plus about 40,000 tons represented by manufac- 
turers’ exports of goods containing sugar. Refiners became 
wholly responsible for the export trade in refined sugar on 
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January 1st. The basis of such a market woujd be so narrow 
that the hedge it could offer might be of little value, and 
might thereby prejudice the eventual establishment of a 
much broader market in London. But the trade may con- 
sider this risk worth taking if it could be sure that the 
“pilot” market would simply be a stepping stone to a 
broader market within twelve months or so. A decision 
may therefore be postponed until the Ministry has indicated 
its plans for the future marketing of sugar imported for 
domestic use. 

The main problem is to prevent the market from being 
used as a place where foreign holders of sterling could 
buy dollar sugar. As in other futures markets, delivery 
abroad of dollar goods could be prohibited, unless payment 
was made in dollars; but this would probably weaken 
foreign confidence in the contract. The foreign operator 
would have to decide what he would do if dollar sugar, 
which he could not export, were tendered to him in London, 
and might think that British refiners would call the tune. 
But if the Bank of England was prepared to take a fairly 
liberal view of the dollar risks involved, it might tolerate a 
limited delivery of dollar sugar to be swapped on the actual 
market for sterling sugar. It might then also be possible 
to broadem the market by extending its facilities to par- 
ticipants in Britain’s large entrepét trade of some two 
million tons a year~-roughly half the sugar traded through 
the free world market. The difficulty is to design a contract 
that will both attract this trade and contain adequate safe- 
guards against losses of dollars. If it could be done, the 
London market could go a useful part of the way towards 
regaining its prewar lead in futures trading, despite the 
.lack of a large home trade. 


Who Buys New Ships ? 


‘LY 169 new ships, totalling 520,000 tons gross, were 
O ordered from British shipyards last year, and exist- 
ing orders for about half as much tonnage were cancelled. 
New wen “rs in 1953 were less than half the volume of 1952, 
and little more than an eighth of the huge tonnage for which 








| 4952 1953 Difference 
United Kingdom :— 
vi heen. « ixctaae 1,187,520 1,279,350 | + 91,830 
J l NOG :c os Seles 1,300,612 i A! 316,688 * 16,076 
( GE ig cae ates 1,263,804 1,250,263 i 13, Al 
lotal under construction 
at end of peri ad -—— 
United Kingdom...... 2,146,402 | 2,173,709 | + 27,307 
Abroad igen 53 3,972,183 | 4,121,167 | + 148,984 


i | 
i i 





orders were booked in 1951. Meanwhile the industry has 
been working into its arrears of orders: at the end of last 
year the industry had about 2.2 million tons of ships under 
construction, about the same tonnage in course of prepara- 
tion, and little more than a million tons of untouched orders 
on its books. This is a situation more comfortable than 
that of many other industries, but the cycle of construction 
is far longer on shipbuilding ; moreover, these outstanding 
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orders are not evenly distributed between the large ship- 
yards and the builders of small vessels, many of whom are 
already short of business. 

The decline in orders appears to be affecting shipbuilders 
throughout the world, but the statistics of construction 
suggest that Britain is markedly the heaviest sufferer, and 
its share of tonnage under construction is still shrinking. 
Although there is now slightly more tonnage under con- 
struction in the United Kingdom than a year ago, the ship- 
building work abroad has increased by nearly 150,000 tons, 
and this total conceals declines of over 185,000 tons in 
Japan and of nearly 125,000 tons in the United States. 
Britain’s competitors delivered 740,000 tons more than in 
1952, while Britain’s output was lower. German yards 
began 1953 with §15,000 tons under construction and 
finished with 634,000 tons on the stocks, yet they succeeded 
in delivering a total of 712,000 tons during the year. Japan, 
similarly, which had only 567,000 tons under construction 
at the beginning of 1953, delivered 732,000 tons in the 
twelve months ; and Sweden, which began with 350,000 
tons, completed 470,000 tons. These countries, admittedly, 
were not building large passenger liners, which naturally 
take longer to build, but one German yard did complete a 
tanker of 45,000 tons dw in nine months from the laying 
of the keel. A longer working week, the extra shifts and 
the absence of restrictive labour practices all contribute to 
this speed of delivery, with which British yards at present 
can rarely compete. 


Terms of Trade 


T often happens that when the terms of trade for the 
United Kingdom are improving they are worsening in the 
rest of the sterling area and vice-versa. The United King- 
dom gained a substantial advantage last year. Prices of the 
manufactured goods which make up the bulk of the export 
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trade fell much less than did prices of the agricultural and 
mining products which make up a large part of the imports. 
Therefore the terms of trade (the ratio between import 
prices and export prices) improved. In the rest of the 
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sterling area, whose members are largely exporters of primary 
products and importers of manufactured goods the terms of 
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trade have been worsening since 1951, though not in the 
ear to last April. Because the United Kingdom is banker 
for the whole sterling area and because any further cheapen- 
ng of the exports of the agricultural members of the area 

ight force a reduced consumption of British goods, it is 
j ear that a further improvement in the United Kingdom 
rerms of trade would not be an unmixed blessing. 

The Board of Trade have made a useful attempt to 
how the comparative effect of the worsening in the United 
Kingdom terms of trade in 1951 and recovery in 1952 and 

| 19§3 against the opposite movement in the rest of the 
‘ sterling area. The accompanying chart shows that for the 
. whole sterling area there was a significant improvement from 
an index (1950 equals 100) of 117 in the April-June quarter 
f 19§2 to 108 in the April-June quarter of last year, which 
is as far as the figures go. The figures make no claim to 
be more than broadly correct. They have been compiled 
inder several difficulties, one of the most important limita- 
tions being the necessity of using figures of the trading 
partners of some of the sterling area countries instead of 
their own figures. That produces a dubious time factor— 
he difference between the time of shipment and the time 

f arrival. 





SHORTER NOTES 


During 1953 the average level of wage rates rose by about 
3 per cent, and the index of retail prices by only one per 


cent. The index of wage rates stood at 138 at the end of 
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December, against 134 a year earlier; some 9 million 
workpeople had received increases in wages amounting by 
the end of the year to nearly £2} million a week. This 
increase in wage rates (as distinct from actual earnings, on 
which the latest official data available relate to last spring) 
compares with an increase of 6 per cent during 1952 and 
of 11 per cent during 19§1. 


* 


An indication of building society lending policy was 
given by the chairman of the Burnley Building Society, 
Sir John Grey, at Wednesday’s meeting: He explained 
that the sum of {6,871,890 advanced on mortgage by the 
society last year was only 66 per cent of the purchase price 
of the properties concerned. The Burnley society’s total 
assets last year advanced by {3,168,032 to £37,553,650. 


* 


The IMF has agreed to the devaluation of the Para- 
guayan guarani from 6 to 1§ guaranies to the American 


dollar as from January Ist. 


* 


The height of the two stacks at the Windscale plutonium 
plant is 415 feet ; four stacks of fifteen feet high, as a note 
last week misrendered the measurements, would not be 
adequate for the dispersal of radio active air. 





Company Notes 


Mr Clore will undoubtedly explain the 
| “how” and “why” of his latest moves, 
| though these moves may not be reflected 


= = 





J. SEARS (TRUE-FORM 
BOOT). Mr Clore with his offer for 
the equity of J. Sears was the pioneer 

the recent bout of take-over bids. 
A year after his successful bid comes 
the preliminary report of J. Sears (for 
the year to December 31st). It gives 
the impression that a take-over does not 
necessarily lead to quick profits for either 
the new proprietors or for the minority. 
_ The group’s trading profits have risen 
from £1,072,577 to £1,131,499, a smaller 
increase than those reported by some 
other boot and shoe companies. The 
rdinary dividend has been reduced from 
62} to §0 per cent. This must also be 
compared with the dividend of 22} per 
cent paid for five years before Mr Clore 


follows Mr Clore’s criticism last year that 
the rate of 62} per cent (declared by the 
Gefeated board) was excessive. It seems 
that Mr Clore and his associates are not 
anxious to distribute much more than half 
the available earnings. 

They seem anxious to prove that their 
object is not to take quick profits but to 
modernise and develop the business. A 
Capital profit was made on the sale of the 





frecholds on some of the shops of the 
subsidiary, Freeman, Hardy and ° Willis. 
Having sold the freeholds the group has, 
of course, taken out leases on these shops. 
The resulting cash is to be used first to 
pay off the outstanding debentures (at 
the maximum redemption price of 105) 
and then “to develop and extend the 
business and interests of the group.” No 
capital return is believed to be at present 
under consideration. 

The question to be asked apparently 
is: what is the future of J. Sears simply 
as a shoe company? The industry is 
vulnerable to sudden changes in con- 
sumers’ demands and competition within 
the industry is strong. Plans to modernise 
the group’s shops and to raise their busi- 
ness efficiency cannot be carried out 
without spending money. Moreover, 
amortisation and ground rents on lease- 
hold properties (written up to their 
present values) are sure to take a bigger 
slice of profits than depreciation on free- 
hold properties (entered in the books at 
their original cost). This extra cost will 
not affect the group’s full accounts for the 
year ended December 31st, but ought to be 
disclosed there or in Mr Clore’s statement. 


in the accounts themselves. Then he 
may be able to destroy the lingering 
suspicion that he paid too much for the 
shares. 

* 


CARRERAS. The preliminary state- 
ment of the Carreras group prompted the 
question whether the stability in its profits 
disguised a rise in turnover matched by an 
increase in costs. The group’s full 
accounts do not provide an answer and 
they raise yet another question. Why 
have its stocks risen so sharply ? 

Both in 1951 and 1952 the Carreras 
group operated with stocks of the order of 
£13 million. Last year this holding was 
increased by £4.2 million to £17.4 million. 
To a small extent this increase reflects a 
rise in the dollar price of tobacco and the 
acquisition of the stocks of newly pur- 
chased subsidiary companies. But it must 
arise principally from the bigger alloca- 
tions of dollars last year for the import of 
tobacco. The tobacco manufacturers’ can 
hardly now describe stocks as uncomfort- 
ably low, as they did a year ago. Uncer- 
tainty about future dollar allocations 


encourages the tobacco companies to buy 
as much leaf tobacco as they can when 
they can, so that this increase in stocks 
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may be nothing more than an anticipatory 
and temporary move. 

There are, however, some signs in the 
balance sheet that the group may adopt a 
policy of holding higher stocks. The 
success of the Dunhill cigarette argues the 
need for bigger stocks. The purchase of 
some of the assets (including its leaf 
tobacco stocks) of R. & J. Hill and of the 
issued capital of the Belfast company, 
Murray, Sons and Company, also suggests 


*"ears to Oct. 31, 
1952 1953 
( 7 iv g — £ 4 
fit 3,614,503 3,613,572 
3,747 494 ett, 
‘ 225,026 282,708 
I it 2,045,967 1,858,421 
pi 1,237,537 1,331,950 
ir id-nds 683,605 716,158 
y } i le ids pe r 
7h 17} 
eves... 275,836 358,798 
; if 

310,147 312,409 
. B2.334:731 -3:5tT Biz 
t assets . 10,217,669 9,986,945 
stocks ag 13,220,323 17,395,559 
Cas) See ee 404,696 330,829 
6,758,913 12,301,757 
4,001,834 4,721,100 
7.440.600 7.440.600 
; iv ivé 5S Od. yields 
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an expansionist policy. These purchases, 
together with fresh capital investment 
within the group, are reflected in the rise 
of the net book value of fixed assets from 
£2.3 million to nearly £3.4 million. 

So far the increase in fixed capital 
investment and in working capital commit- 
ments has been financed by bank loans. 
These loans have risen by £54 million to 
£12.3 million, representing well over one 
third of total liabilities of £31.8 million. 
A policy of capital expansion and more 
particularly a permanent growth in stock 
commitments suggest that there may be a 
case for replacing temporary finance by 
permanent capital. It is a possibility that 


the holders of the “B” ordinary shares, 
who have no votes and who again received 
a dividend of 17} per cent, might bear in 
mind, 2 


CABLE AND WIRELESS 
(HOLDING). The directors of 
Cable and Wireless (Holding), which now 
ranks as one of the giants of the invest- 
ment trust movement, seem to have the 
habit of catching the stock market by sur- 
prise. The surprise this year came when 
they announced that the total equity divi- 
dend for the year to December 31st would 
be 9 per cent, compared with the rate of 
8 per cent (including a 2 per cent bonus) 
paid in 1952. And if Sir Edward Wilshaw 
and. his co-directors obtain the consent of 
the Capital Issues Committee they intend 
to increase the equity capital from 
£5 million to £54 million by a Io per cent 
free scrip issue. On this news the £100 
ordinary stock units were marked up by 
12 to 160 (to offer a yield of §§ per cent). 

Not the least surprising feature of this 
decision was that it was taken in the face 
of a slight drop in net profits—from 
£319,605 to £317,000. It has been accom- 
panied by a reduction in the appropria- 
tion to general reserves from {£100,000 to 
£30,000. In company with the other 
investment trusts, Cable and Wireless 
enjoyed an easy time last year. Equity 
prices were rising and so, too, were equity 
dividends, while fixed-interest securities 
remained practically unchanged in value. 
Hence, the group’s profits before tax and 
loan interest went up from {£916,805 to 
£942,000. Taxation fell from £320,507 to 
£266,000, but loan interest rose from 
£276,693 to £359,000, as a direct result 
of the conversion of the short-dated 
debentures into longer-dated stocks. The 
increase in equity payments suggests a 
high degree of confidence in the future, 
but it must be remembered that any 
investment trust with a heavy weight of 
loan stock is particularly vulnerable when 
stock markets are falling. 









‘s 
i 
i 
i ‘ or | 
[| BANK RATE: | Rw 
err tee PP ee | 
Fs } T Pras r kes + 
cm ee rey tre | | 
Bo: Pa Pee pay Wiehe | |: 
6 Oo} j + 4 + 4 4 aR —- — {—_+-——4+-—_}+- 60 
i i \ | 
f | | | | | 
ij t i 
ere tak ee 
op on ey | | 4 | } | 
5-0}-+-—}—+ re —}— oS ee ee ee 
EEL | e THU 
' ; ’ j | 
i I j j | S ahcdineeil ee iaaiel etcceilh cstv t dmemsaih Fie Ra ae % 
} f Bae as : ay 
r\ | 2%" CONSOLS | 1. be | 
| 4 ofi-t Saad a nie Ske ae 
i j ir j i 
Pd | Beers 
3% savines BONDS | Bi’ 
[A ee pa rinet 
bo ha Seo | Pt bee i i | 
| 3.9)... ORDINARY SHARES: "Financial Times” Index es Pe vebicas _— 
22% CONSOLS: gross yield i i i : 
| 3% SAVINGS BONDS 1955-65: gross tanptice yield to latest date 5 
iJiATSTOINIDIY FimlaAlmlatstatstotnte JiFiMtAtMT So 


I 1952 1953 1954 


SECURITY YIELDS 

















THE ECONOMIST, JANUARY 30, 1954 
LONDON STOCK EXCHANGE 


Next Account begins: February 10th. 
Next Contango Day : February 10th. 
Next Settlement Day: February 2nd. 


HELPeD by the strength of the gilt-edged 
market after the announcement of the 
conversion offer, industrial equities began 
the new account quite sturdily. Gilt- 
edged stocks, which had remained firm, 
advanced briskly after the news of the 
conversion offer had been made known on 
Monday evening. In dealings after the 
market had closed they put on between 
vs and § of a point and on Tuesday the 
long and medium dated stocks made 
further gains of § of a point while several 
of the “shorts” put on another 7:. On 
that day 35 per cent Gas (1969-71) gained 
% to 98) and 4 per cent Gas (1969-72) j to 
1o1. Further gains of vs were recorded 
among the medium and long stocks on 
Wednesday, but the market was less 
buoyant when dealings began on Thurs- 
day. In the foreign market German, 
Greek and Japanese issues were marked 
down in the face of end-account selling, 
but on the first day of the new account the 
Greek loans rallied quite strongly (on a 
report that a committee was to be set up 
in Athens to study a debt settlement). 

Industrial equities edged upwards at the 
end of the old account and then took a leap 
forward in dealings at the beginning of the 
mew account. At first interest was con- 
centrated upon radio and electrical equip- 
ment issues while engineering and paper 
issues fell out of favour. But at the begin- 
ning of the new account interest broadened 
to include almost every group. Dealings 
began in the Lancashire Steel equities 
at 2s. to Is. 6d. discount and in the 
preference shares at ro}d. to 6d. dis- 
count ; by Wednesday’s close the discount 
on the preference shares had narrowed to 
14d. discount but the equity went to 
2s. 14d. discount, after touching 2s. 6d. 
discount. 

Oil shares, under the lead of Shell and 
Anglo-Iranian, made further headway. 
Tea shares drooped and rubber shares 
were barely steady. Kaffirs were marked 
down at the end of the old account, but 
the OFS issues came back into demand 
when the market opened on Thursday. 





FINANCIAL TIMES INDICES 
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wae 10 ai . 33 Base £3. ..0.keesses 1128/14 1126/10} 6 15 7 |Stand. Gas...) 12} | 12} [Gen. Motor...} 634 64 U.S. Steel....) 40% |) 412 
ie 15 b 7ha\Distillers Brivacevvce 17/9 18/- 5 0 O [United Corp..; 54! 5 (Goodyear....| 56 57} Westinghouse.| 543 | 543 
ook 7 @) 11 bGuinness 10/-........ | 33/- 33/- 5 9 1 [W. Union Tel. 414 | 41§ [Inter. Nickel .| 36 | 36 |Woolworth...| 453 | 44 
10h 4a) _ ‘8 b Ind Coope 5/-........ 8/6 }7 1 2 





OI tax, 
(0 earliest date, 
~ months 
4 . 


(f 





? 
eit 





30' 


o- 





Yield caleulated on gross basis. 


Poesy 3 yield basis 16%. 
‘leid basis 10% after capital bonus. 
(9) Yield basis 20%. 


) Flat yield. (g) Includes 2% 





(a) Interim dividend. 
centenary bonus; yield basis 14%. 
(j) Also 5% Coronation bonus, not included in yield. 
(n) Yield basis 113% after capital bonus. 
: 4 (7) Yield basis 15% after capital bonus, 
(v) Yield basis 74%. 


{$) 





(b) Final: dividend. 


Yield basis 153%, 


(o} Yield basis 9°. 








(c) Whole year’s dividend. 


as forecast by Company. 


(w) Also 2% tax tree out of capital profit, not included in yield. Yield basis 20%. 





ta 


(h) Also 2% tax free cash bonus ; yield basis 18-6%. 
(k) Yield basis 14%, as forecast by Company. 
(p) Also 5% net capital distribution, not included in 
(t) Yield basis 19-7% gross. 









Yield at 754% of face value. 
(4) 12% paid 
(i) To latest date. 


(wu) Yield 


(x) Yield basis 18-18% gross. 
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The following list shows the most recent date on which each statistical page appeared. 











e e BRITISH OVERSEAS 
Prices and Wages..........0000s Jan. 2nd Western Europe : 
a ] fy ] é S Production and Consumption Jan. 9th Production and Trade...... Jan. 2nd 
Matinqwee 25550050 cab sconsasece Jan. 16th British Commonwealth ...... Jan. —9tti 
External Trade...........002..0 This week Western Europe : ws 
Financial Statistics ............ This week Prices and Saas Supply Jan. 16th 
Industrial Profits.i. << cecsstsess Jan. 23rd United States .......c000. eoocee «= Lhis week 
World Trade... rcecocssiscsers Jan. 23rd q 
pe terrae ) 
UK External Trade 
Imports are ulued c.i.f.: exports f.o.b Total trade unless otherwise stated. 4 
i ts : M cine 
"Tot ‘ ee Peer TO £ millior 325°3 290-1 2738-7 266-6 261-8 267-7 269-4 279-8 272.2 231 o 
Food, drink and tobacco ....... gt . 107-8 101-2 109-9 83-2 88-9 100-1 117-9 112-2 108 9 lik “2 
Row materials...) Ss sie dsdcendene mS 142-5 116-7 107-0 108-5 110-8 105-1 94-0 102-5 99-7 | ll 8 2 
Exports of UK eens ‘4 
EONS 64 gs k van do can eee eee e eens - 215-0 215-1 215-2 221-9 210-4 207-5 202-2 227-6 239-9 | 224 de 
Ma EE RRO TIE Pig 189-4 186-1 184-9] 187-5 180-6 | 175-8] = 172-7| 193-8 | 205-7) 1393 
ii sa le n if 2 j ie 
’ wroducts ......... i 99-9 110-0 108-9 112-3 108-3 107-1 97-0 109-4 119-9 1] Fe 
, textiles a thing. e 44-9 31-8 32-0 31-5 30-6 29-4 31-6 35-0 355°5 52 a 
HE ik cteuscaesgs : 44-6 44-3 44-0 43-7 41-7 39-3 44-1! 49-4 50-31 45 4 
OGM: 55.00 tases cnn keene : 10-6 12-0 8-8 12-1 8-9 7-5 8-0 9-3 8-9 | B 
j ko 
Balance of trade (exports /ess imports)... —99-7 —6§3-0 — 54-7 — 32-6 — 42-5 —52-7 —59-2 — 42-9 —23-4 49-4 q 
VOLUME | | ! 
benadietie |. i occ cvcksw bake dues eace 1950=100] 112-5 103-0! 113-0 oe RE 120 115 112 120 
RaNONG és inca 4din ok vane twcaencnes 5 gs 101-2; 95-0 98-0 99 94 93 92 105 110 9 
| j j 
BY AREA 
Imports : 
Dollar area—total . . <..ciccssessese £ million 64-5 60-1 52-6 45-5 43-9 56-0 55-4 51-5 
Cea xs sores demi : 31-7 26-3 25-T | 20-8 | 13-7 20-2 19-2 21-7 
Cepia cesses ts Ss : 21-7 26-6 21-4 21-5 | 21-5 26-5 29-1 25-6 ee 
Non-sterling OEEC countries Pe 84-0 71-4 | 67-8| 62-2} 64-6] 64:1! 67:4) 63-7 
! ° —_ 
RiP GION: 56 6 oan nn wae anesakace® mt 116-5 119-8 a 119-0 126-5 132-7 112-5 119-5 123-8 
| 
Exports : 
D> pliar are = OE ass dae eee ” 28-9 31-4 i o 39-6 j 32-3 | 28-8 31-2 34-2 i 34-9 j 
RRS oo oh ccc s dene eek — 12-8 15-1 17-5 | 13-3 | 13-6 14-6 14-7 12-0 
. Cambie .cccéccensev, “3 11-7, 11-0] 14-8/ 12-9) 10-3] 12:0, 13-9) 14-4 
Non-sterling OE EC countries........ 56-0 i 58-3 | 63-4 59-4 61-0 61-0 68-4 | 67-7 
eclibias ditties. vac2éccsaieacaeecs - 110-8 | 107-0}... 101-9} 100:7| 97-9] 98-0; 112-6 | 121-5 | 
Balance of trade (exports /ess imports) : 
lla OUR... os bs kb aeeennncace® aS —35-6 — 28-7 bea —13-0 —13-2 —15-1 — 24-8 —21-2; —16-6' 
Non-sterling OEEC countries ....... i — 28-0 —13-1 sou = 44; — 3°68 | — 3-6 — 3-1; + 1:0 + 4-0 
Stechiie GeOhs . ss hk. Séx oko KORO Seen “S — 5-7 —12-8 i ~17-1; -—25-8| ~—34-8 —14-5 |= 6°9 — 2-3) 
j 
TRADE IN SELECTED COMMODITIES | 
imperts : 
Whtbh ticki dnbicdel cee 000 tons} 337-7} 325-5 =—-337-9] «173-6 | 289-8 | 324-9] 330-4 345-0 275-1} 336-8 
MGs Sab ines dediwsanuereeeas e 39-9 45-5 63-2 52-3 | 31-7 | 29-2 59-7 | 57-5 66-3 | 54-8 -_ 
Sagar, utmefined 2s coi ce hese cca s 186-8 166-3; 251-2 150-2 112-4 | 161-1 347-7 | = 285-3 251-0 277 6 
j 
Raw dottien (7)... oko es Sac en ee ne 37-5 21-8 | 27-6 23-8 19-5 | 16-0 25-3 | 31-4 25-7 36-4 
Raw wool, sheep’s and lambs’ (*).... | mn. Ib. 36-0 52-0 63-8 36-8 | 81-1 68-4 24-0 | 54:1 55-9 57 ~ 
Rubber, natural and synthetic (#) ... | 000 tons 25-1 16-7 18-5 22-1 | 14-3 | 20-7 18-8 | 21-1 15-6 18 
Softwood. Aigis sks sntacbeveanawure 000 stds. 135-6 85-2 120-5 107-9 71-3 52-7 118-9 104-5 91-7 33 
Wotdnulp: s66ci sc see aieed ne 000 tons 139-3 119-9 134-2 99-9 133-0 165-2 137-8 171-6 149-0 185-8 
Crude petroleum .......00-s-esee8- mn. galls. 359 483 556 527 | 515 | 555 515 | 613 608 | 604 
Exports of UK produce: | | 
Coal, including bunkers ......e.+.+: 000 tons 961 | 1,254 1,400 1,485 | 7 eS 1,237 1,417 1,627 1,587 | 1,5 _ 
Woven piece-goods—cotton ......-. mn.sq. yds 72 59 59 6l | 3 | 61 59 58 65 
: 
‘ WOO ais os deses {, Vas |} 9894] 8190] 8,751] 9,525) 9,402) 8,624] 7,978 | 9,765] 8,891 | 8, 
: 4 i | 
Passenger cars and chassis........+. number 30,717 | 25,819 27,244 21,947 21,174 | 17,619 23,722 | 25,706 21,618 | 24,2 : 
Commercial vehicles and chassis..... os 11,425. 10,706 9,278 9,134 | 9,650 8,614 8,655 11,150 10,254 9,95 
Agricultural tractors. .........2.00. se 9,588 | 8,745 7,788 7,924 | 6,377 6,374 7,936 | 8,836 7,308 | 7,065 
Machinery—electrical............5- £°000 4,022 4,799] 4864] 4,704) 49298] 5,244] 4122) 4,633 | 4,183 ‘ 
Sal Mine 2 reces hanes Sa 26,245 30,346} 28,762 | 30,182 29,867| 30,317] 25,118) 28,311 30,599 
Chounteale .aciciisss chsakbuncvaas on’ bikey 6,533 | 6,774} 5,987 | 6,200) 6,629 | 5,644) 5,880) 5,936 5,971 











(‘) Average for fourth quarter, (*) Retained importa. 
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US Statistics 


n 1x . r ¥ F . ie s} 
Monthly averages or calendar months except where annual rates are shown 


PRICES AND WAGES 





3 VW hole TY [ : Ave we weer y 
: hoi prices Cs es j I Stock s 
' ws 
i prices r ett 
All ‘ ail cea 
r ] 
3 com- Fa m _All Food ( - 17 s * ] . _or At A 
: moditic products items 1 le g | Housing Import Export of posite onmtiniest 1952 
q trade ndex price rie?s 
G4 ; ; 1 
4 | Ly 9g 100} $ 
is r 46 - £ 4 
; : 2 = ¢ 47.1 as it Peet 
{ 11-é th x.% ota 2 ‘ ce 4 8 88 100-0 23-86 45-62 
3 l > 107-0 ll 14-¢ { Q 114.6 j 19 < 7.07 7.07 
: id 4i% LZ | 4 121 195-0 67-9 67-97 
-~ 110 97-0 114-4 112 if 117-7 1c pe an. 
é ] 117-7 | “is 193-2 71-55 | 70-96 
| 
) . Q A 1 +0 * ° wt és i - 
rat® atl “tel ae: & 118-0 118] 102] 6] 190-2]. 71-69} 70-77 
0 } 15.9 112-8 i ; ' 1¢ 117 ' >} > 
111-0 98-1 115-2 113-8 105-3 118-4 119 | 102 | 117 181-0 71-42 | 70-36 , 
410-3 95-3) 115-4/ 113-6] 105-5) 118-7 aa 187-1] 71-73} 70-53 
110-1 a6} =HS-0) 112-0) 105-5) 118-9 seipkt tial 191-2] 71-60| 70-68 
ra A. A ¢ ' i + 7 
l 94-7 114-9 112 li 118-9 nae na 193-4 71-78 70:91 











Pate 


sis Pe SECS ia i eh LD ALCP E OD SLA LEAL 









Total Total ploy 


| 
| 


labour | employ- | as %, of 
force | ment labour 
force 
thousands % rate 


' SI 58 5S 3 683 55,230 | 45,750 | 17-2 
348-0 124 136 116 154 114 105 137 2,720 62,966 61,293 2-7 
: “ 9 A i. icon 2,904 





63,417 61,894 2-4 


26 157 


\ dese { 136 | 137 191 119 106 148} 2,811] 64,648) 63,408 1-9 
ge 133 152 13 18¢ 117 | 102 148} 2,824] 63,552 | 62,306 2-0 
132 151 128 18° 117 | 103 14¢ 2.841] 63,404! 62,242 | 1-8 

i 130 | 147 124 180 116 | 99 é 2,900 | 63,353 | 61,925 | 2-3 

os Peas eed 2,900 | 62,614 | 60,764 3-0 





a . ads 67-5| 10-80; 20-05; 3:50) 5-53 190 62 41 
a 208-1; 44-82 74-06 13-79 20-75 901 280 205 1,240 
218-1 {| 46-08 14:76 | 13-67 20-80 895 | 245 214 


J hk 





) 50-40 78-31 14-47 22-09 892 216 2 1,340 990 158 | 272 
+ 231-0 48-14 78-75 14-07 22-12 836 203 221 1,175 818 147 | 238 
J 48-65 79-38 13-98 22-28 928 22¢ 212 1,227 33 162 | 246 
oe i 48-30 78-98 14-04 22-04 822 210 200 | 1,236 824 145 | 246 
cea Suis 47-90 78:46 14-19 21-79 ; Sos me ce s 





PURCHASING POWER AND FINANCE 


Personal income Consumer credit Banking statistics* | Budget expenditure‘ Bond yields > 
2 ba aa Surplus 3-month Taxable Corporate 
Total Labour Farm Total | as a i = Loans Total or Treasury | Govt. Aaa 
— | imcome — — deficit bills bonds bonds 
$ billion; seasonally  $ billion; $ billion ; : : 
adjusted annual rates end of period end of period $ billion Per cent per annum 
Scud 72-6 45-7 4-5 7-22 4-50 23-4 17-2 9-0}; — 3-9 0-023 i 3-01 
iret 269-7 184-9 14:8 25-83 | 18-68 77°5 | 64-2 66-1 4-0 1-766 | 2-68 | 2-96 
eit te Ey mS ss baa ats aa ac 74-6} — 9-4 1-940 | 2-92 | 3-20 


088 | 
- 876 | 
402 


21-22 17-1| 66: 
21-35 16-1 66: 
98-17 21-49 16-8| 67: 


-24 
29 
-16 


: BUS -sseeesevecesese 287-0} 202-2 11: 
«tiers 286-3} 201-1; il: 
tebe oy bien a sae 287:2} 200-7; il- 


wool 
ws 
~ 
wo 
i) 
ne wo 
>be © 
ene 
Oncor 
dS “Ook UN" 
fet bet bt OD 
BO fo ho how 
oo 
w 
Ww ww & 


DOIN aH 


9 Noventher 5s44i).45 Joabts 285-4| 199-0| 12-2] 28-25) 21-59) 78-2) 67: “427 85 il 
7 December. | 1.1)" pzseks ag 4 3 ee ole és ia 630 | 79 “13 


) Third quarter. (*) End of period. (*) All commercial banks. (*) Annual figures are totals for the fiscal year ended June 30th. 




































































with a surplus of £189,579,000 in the previous; Street eased considerably from _ the 
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Financial Statistics 


EXCHEQUER RETURNS THE MONEY MARKET | 
‘1’ the week ended January 23rd, there} ALTHOUGH revenue transfers were still 

vas an “above-line” surplus (after allowing} heavy in the week covered by the Bank 
for Sinking Funds) of £137,440,000 compared] return, credit conditions in Lombard 


BANK OF ENGLAND RETURNS 


(£ million} 


and a surplus of £128,225,000 in the 
sponding period last year, bringing the 


ulative deficit to t 120,915,000 £129, 176,000 


stringency experienced in the previous 
week. Market supplies of funds were 





| Issue Department® : 











































1952.53). There ‘was net “below line” | adequate for demands on every day except | Note 'n culation... | L449 | 1543-2 
ipt of £6,511, ‘000 which brought the total} Thursday of last week, and even then | Govt. debt and securities* | 1,496-3 | 1,596-8 
nulative deficit to £433,149,000 (£596,416,000| purchases of bills by the authorities (made _| eee sie mat Audie : : : . 
in 1952-53 , indirectly through the banks) reached only | sre ‘ 5 
| small proportions. At the weekend credit | Denon ee 
\pril 1, | April 1. ] Week Week | CONditions were markedly easy, and on | Public accounts.......... 11-5 13-5 
Es 1952} 1953'| to | to | Tuesday a surplus of funds actually | jucpuy special account...) m3) oes 
Lv eee til ten 90: dan 38 m3 23. | emerged—though the authorities made no | Others................ 65-1 69-3 
1953 || 1954 | 1953 | 1954 | attempt to mop up the idle balances | c, Toles res ee” 
dean | through sales of bills. |" Government......... - | S187 f 295-6 
Ord. Revenue At last week’s Treasury bill tender the | Discounts oe es -. Lo eae ie 
tax... 1782,250]1107,749 1112.74 134969 158595) market raised its bid by 2d. to £99 9s. 6d. | Total 1000000000200... | a7 | 352-7 
yeath Duties 160,000] 119/650 131,600] 3200, 2.900} per cent for the £210 million of bills on | ®*"*i%s department reserve. | 52-9 :? 
; ne nr’ | ope eeok vans anr’encl tae sano} offer. Applications rose by only £38 |“ Proportion” ...:...:.... 
P 99,500 450 52.950} ‘150 1,600] million to £343.8 million, and the market’s Le 
a a ee ‘4 a coe allotment rose from 51 to 58 per cent ; the * Government debt is £11,015,100, capital 414 


| 
|} Fiduciary tssuée reduced from £1,625 million to {1,6 
| 
j 











average rate of discount fell by nearly 8d. | on January 15, 1954. 
' ' 435. 75011678 919 11588.016hs2719 156205 | %°_&2 ES. ¥1.79d- per Cent. 
The Bank return shows a further reflux TREASURY BILLS 
tee ee eee eee eee a g1e 12221) of notes of £8 million ; despite the reduc- — 
4 : tion of £25 million in ‘the fiduciary issue, Amount (£ million) Average | A 
and 704.18011417.075'1425 396198.005 24.851} the reserve in the banking department still «| Sef |—_—_—__—_—___-___4_ Rate 
‘ ep nel is ato stands at over £40 million. The fiduciary "| Offered | Applied Anotted} Allotment 
ee 69,000] 99,129 64,2861 18.428 15.70} issue has now been reduced three times 2 ad 
udcast Licences 16,000] 9,600' 10,900)... . | this month, and is restored to £1,575 1953 
siuaeon ee Otol ceteor! atest ior Peis| Million—its pre-Christmas level and the | Jan. 23) 190-0 | 285:3 | 190-0] @ L477 | 49 
am basic level proposed in the new BBill. | sept. 11 300-0 | 388-0 | 300-0 | 47 11-85 
vont 4368,215 13281 ,810 321,346 (202166211106) §=~Government securities in the banking . 2) mee i tes tee ee to 
os tienes | department rose by only £8.1 million | * | 7° | | eee 
es Oe een ee despite the transfer of £25 million from | Oct 4 eet eet rete | 
land Exchequer. .| 48,000} 34.247) 36,625] 3108 the issue department and an increase of ~ 16 | 230-0 | 367-7 | 230-0] 41 1-57 | 5 
Supply Services. 13586286 }2876.042 2808'144169.690 73170| &5-3 Million in the Treasury special - et eS | ume | eee a.» = 
-}| account; but as “other securities” were . 
Total 4259,286 |3384,304 3314,993/ 73,099 73,456 | up on balance and public and other | Nov. 6 220-0 | 392-5 | 220-0 | #1 10-62 a 
‘ 26,681\ 26,866] 840 210 | accounts fell, bankers’ deposits fell by ” 90; 230-0 | 374-5 | 230-0] 41 10-92 i 
only £5.4 million. z » 21} 240-0 | 368-4 240-0 | 41 11-45 
“Above-line” Surplus or ged ig | LONDON MONEY RATES a 3 | 250-0 | 3eac5 | 250-0 ae 
eficit 28225 137440 ~ 18 | 250-0 | 308-4 | 250-0 | 42 0-62 ; 
r-line” Net Expen seal Gann SS i ial dees % | Discount rates o | tot) 8] 338-9 | 250-0 | 42 7-34 
= 4%. 17/9/53 34 Bank bills : 60 days 2h} tan 1| 250-0 | 316-6 | 250-0 42 8-29 
| Deposit rates (max Seas pat | 8] 230-0] Sl9-5.| 250-0] 42 7-90 
Total Surplus or Deficit... | 596,416 433,1491120034 143951 | Banks... ee i i oaeatn 24 af | 15 220-0 + 335-5 | 210-0 | 42. 7.72 
Na Receidts from Discount houses .. 22 210-0} 43-8) 210-0] 41 11-78 | 
g Cert at 3,717 83.9081-11627 -44297 | Meney—Dav-to-day 13-25 Fine trade bills | . _ 
1 Certificat 7,700 13,5504 2.700 1.100 | Short periods. .... Lj -25 3 months 34 4} | * On January 15th tenders jor 91 day bills at 14 
“ade 44,801 | —33,619}— 447\~ | 35| Treas. bills 2 months 2% me :! 4] i about 58 per cent, of the sara applied for 





{a maximum amount of £226 million. 





FLOATING DEBT 


(i million) 





LONDON CLOSING EXCHANGE RATES 
Totai — 


Floating Official 
Public Bank of | Debi Rates Market Rates : Spot 


Ways and Means 


Treasury Bills 
es Advances 


Date 








ceodes | tn Depts. England | Tacs haat ge aca ah oo aaa oe 
ed ed Jan. .27 Jan, 21 Jan. 22 Jan. 23 | Jan. 25 Jan. 26 Jan 
} 
1955 | | United States $...; 2-78-2-82 2-814-2 814 | 2-81}-2- 814 | 2-81h-2-81} (2-81 4,-2- 81h 3 81p-2-81} | 2-814 / 5kk 
Jan, 24..... | 2980-0 | 1515-9] 268-2 | ... | 4764-1 | Canadian $ ......; bic 2-T3§-2- 73s | (2° “134-2: 73% (2°73 -2-T3j| 2-75h-2-73h j2°T3e-2-73h| 2-724 
' ' French Fr... 972 -65-987- 35 9794-9 9793 | 9795 9804 | 979% -9805 9793-980 | 979-9793 9795 3 
Oct: 24..... 4,550-4* 264-1 | ... | 4814-5 | Swiss Fi ~eeae-s{L2-15 4-12-33 8112-21$-12-219/12- st 12-21§)22-21§-12-21§)12-21§-12-21F/12-21§-12-21Gi12- 21g 22 or 
Dhincce 4,538-1* 254-9 | 1:3 | 4,794-35 Belgian Fr. ......; 158-95-141-05 [139-85-139-95 139-85-139-95 139-85-159- 95 159-85 -159-95 159+ 80-139- 90)159- 89 159°» 
| } | } Dutch Gid........) 1056-10-72 [10-624~-10-62}10-624-19- 62 10-624-10-629/ 10 -62g-10-62§ 10-624--10-624)10-62) rf 
ae ene 4,535-2* 250-0 |... 4,785-2 | W. Ger. D-Mk. .. .|11-67 & —11- 84 B]L1- 694-11 -69$/11-68{-11-694/ 11-684 11-694 11-694-11-693 11-69}-11-69} 11-692 3 
ie A oes 4,591-7* aos ts... 4,.845-5 | Portuguese Esc. . 79°90-81-10 | 79-90-80-00 | 79-90-80-00 | 79-90-80-00 | 79-90-80-00 | 79-90-80-00 79-9) M 
we Shei 4,604-2* 268-8 | . 4873-0 | Swedish Kr ...) 14°37§-14-598 | 14-50-14- 50} 14- 504-14 - 509) 14-50§-14- 14 50$-14- 50} 14-50§-14-51,,14-51f 1) 948 
owe ees 4,620-5* 254-0 | «. | 4875-1 | Danish Kr........ 19-19}-19-484 | 19-35~-19- st 19-35-19-35} 19+ 35-19-35} 19-35$-19-36 | 19- 56-19-36} 19-35} 1) 5% 
| | Norwegian Kr. ...| 19-85-20-15 | 20-00-20-00§) 20-00-20-00}, 20-00-20-00} 20-00-20-00} 20-00-20-004.19-99) 2) 's 
Dee? 8.55004 4,674-4* 2S ts | 4.936-9 
i Eee d 4,726-3* 285-1 | .-2-3 4,966-7 orward 
ger. ey $8555 ot 1-0 | 5026-9 One Month F Rates , 
31 ion 4,855-5* 250- ice ~ 1 B,103-6 7 United States 8... 2. ce c.pm- a c.pm-&c.dis}] &ec. c.disi &c. c.dis! &e. c.dis] &c.pm- Ao" 
1954 | Compile § i670. <2 gbi casts . eS A i* ite. as ‘ tie. as ’ ite. dis * i te. x §-fic. 1s 
Jan 9 3,110-0 | 1,679-9] 249-6 sn SOUS 4 Pomme Bins ics ask ss st ca ces 4 din 4 dis 2-4 dis a a i Bh ms I, 3h ts 
» 16..... }3,110-0 |1,570-0] 265-6 -- =| 4,945-7 | Swiss Fr... 2.222... chek gees che 2 le. pm | Ie. pm 2-Ic. pm | > 2-le. B-Ic. pin 
23..... |3,090-0 |1,669-9 266-1 -~- | 4046-0 | Belgian Fr... 2... 2... 64 Se ececies k pm-$dis | § pm-$dis — dis 8 Pais tps 5 as 
i | MIME, oo on cs eek pene Pagen 1}-}c. pm fs Figg Pr pm re i ite pm ti : 
* In consequence of official purchases of tender bills in | W. Ger. — Bog Oe. 0 apa aaa ip. x par erie dis bt_A ds pen j is pe apt ts dt pun is i ae 
cot tion 1 cash ¢ scriptions tc : a POON ONE. eis ssc ss sweheede nus ~par 
an 2 « acta me. in bagaeaies ‘ om waste the divi ‘son Danish Ke... 1+. seen scene es Par-26 dis | Par-26 dis Par~26 dis Par-26 dis | Par-26 dis Par-25 
: ot Wonwngtan He. 5 nas kcncdbcwcna Par-26 dis , Par-26dis | Par-26 dis Par-25 dis | Par-2édis | Pac2 's 
Letween tap and tender bills until all the bills purchased had °6 
vassed their original maturity date. 


mene 





ECONOMIST, JANUARY 30, 1954 


HST ET et tia 


GLYN, MILLS & CO. 


BANKERS 


The Chartered Bank of India, Australia and China was incor- | 
porated in England by Royal Charter on 29th December, 1853, 
and during the ensuing century its system of Branches has been 
progressively extended to most centres of commercial importance 
throughout Southern and South Eastern Asia and the Far East. 
At all these Branches a complete banking service is available and, 
in particular, facilities are provided for the financing of inter- 
HEAD OFFICE , i national trade in co-operation with the Bank's offices in London, 
Manchester and Liverpool, its Agencies in New York and 
67 LOMBARD STREE rT, LONDON, } C.3 Hamburg, and a world-wide range of Banking correspondents. 
! 


Bes teal S| THE CHARTERED BANK OF INDIA, 
ROYAL BANK OF SCOTLAND AUSTRALIA AND CHINA 


WILLIAMS DEACON’S BANK LTD. Head Office: 38 Bishopsgate, London, E.C.2. 


For One Hundred Years the Standard Bearer 


of the British Financial Tradition in the East | 


Private Treatment || ALEXANDERS DISCOUNT COMPANY 


* o LIMITED. 
are ilimess Statement of Accounts, 31st December, 1953. 


LIABILITIES £ £ 
Authorised Capital, 1,300,000 Shares of 
£2 each ... ia filo sa baz 2,600,000 


Issued Capital :-— 
100,000 £2 6°, Cumulative Preference 
Shares, fully paid... tas vt 200,009 
1,200,000 £2 Ordinary Shares, {1 paid 1,200,000 
Reserve Liability, {£ 1,200,000) —— 
1,400,000 
Share Premium Account ... ies oss, alse 
General Reserve ... ae = ae 766,250 
—— 2,500,000 
Profit and Loss Account ... lied eis 352,000 
4,252,000 
Loans, Deposits, Sundry Creditors and 
Contingency Reserve (including lia- 
bilities of {137,332,622 secured on 
certain assets per contra oa 140,625,043 


NO FINANCIAL WORRY ee ee 118,800 


NOTES :-— 


In the event of serious illness or operation many people want 1. There is a Contingent liability in 


a. 
Private advice and treatment for themselves and their families, respect of 2 ae ne 
but are afraid of the cost. B.U.P.A. offers an inexpensive (6.005.831 1952—-£5,045,456). 
solution. For a very reasonable annual subscription, the | 2. a eee to date ave 
Association pays all or a major part of the cost of private | been included in these accounts. pees. 
nursing home, hospital and specialist treatment, members £144,995,843 
being entirely free to make their own arrangements. —__ 


T ad BN aire tee ASSETS £ 
The Association’s sole aim is to assist its members; it is Balances at Bankers.and Cash in Hand... Be 457,936 


cnurely non-profit-making. Bills Discounted (/ess Provision for Rebate) .... 74,973,359 
Attractive special schemes ore available for Staff Groups. British Government Securities (Quoted) eee 67,967,132 

Send postcard for brochure to: Corporation and Dominion Government Securities 

(Quoted) 563,482 


THE BRITISH UNITED Loans on Secatity and Atmiounts Receivable ‘<2. 1,033,934 
PROVIDENT ASSOCIATION £144,995,843 


President : The Viscount Nuffield, G.B.E., F.R.S. . 
‘1! BARTHOLOMEW Taek mass: ae Liao -E-CI 24, LOMBARD STREET, LONDON, E.C.3. 
ST 
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EXPORT QUESTIONS NEED EXPERT ANSWERS 


Will 
Latin America 

take 
Airliners? .3 


W nerner you are exporting airliners or T.V. equipment, 
dynamos or omnibuses, the markets of Latin America 
pose special questions about currency, import regulations 
and exchange control. As the only British Bank with 
branches throughout Latin America, we are particularly 
well equipped to answer these questions promptly and 
accurately, and to advise and assist you in many other 
ways 

Our Fortnightly Review, a digest of reports sent in from 
our 56 branches in South and Central America, is an 
invaluable summary of economic information for all who 
trade in these markets. We shall be glad to send you a 


specimen copy on appli ation to :— 


The Research Depariment (SECTION 34) 
BANK OF LONDON & SOUTH AMERICA LIMITED 


HEAD OFFICE : 6, 7 AND < § TOKENHOUSE YARD, LONDON, E.C.2 


BRADFORD: IQGSUNBRIDGE ROAD MANCHESTER: 36 CHARLOTTE STREET 


H Its About 


Japan 


SANWA BANK 


(Authorized Foreign Exchange Bank) 


Chairman of the Board: 
& Presideat: TADAO WATANABE 
Capita! : ¥2,500,00,000 
Head Office IMABASHI, OSAKA 
Tokyo Office: MARUNOUCHI TOKYO 
SAN FRANCISCO BRANCH: 
465 CALIFORNIA STREET, SAN FRANCISCO 


A complete network of 188 nationwide 
branches and worldwide correspondents 
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expanding economy 


Industrialists and traders will find 
in Canada immense natural re- 
sources and great opportunities in 
a rapidly expanding economy. 
Canada’s oldest bank possesses 
accurate and up-to-date reports on 
trading trends throughout this vast 
country. 

This information is at your service. 


47 Threadneedle Street, 
London, E.C.2 


Head Office: MONTREAL 


600 Branches throughout Canada 
Assets Exceed $2,300,000,000 


(Incorporated in Canada in 1817 with Limited Liability) 


; <- 4AN OFFICE. 

Beis OTEMACH]. CHIYODA-KU, LOS 
: . LONDON BRANCH 

Pac gn hanya ANGEL ee RT. LONDONEL 
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Biggest Customer 









G YY 
NEW 
AUSTRALIA seas any 


Vy, Wis, 
Z Wen 


INDIA USA CANADA 






AFRICA 





Australia and 


For trade with 
New Zealand, consult and use 
the Bank of New South Wales 
—the largest and most experi- 


enced commercial bank in 


Australasia. 


BANK OF 
NEW SOUTH WALES 


LONDON OFFICE—29? Threadneedie Street—D. J. M. Frazer, Manager 






INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 





GEGR 1869 









BAYERISCHE VEREINSBANK 


Every description of Domestic and 


LS AT ASR tS RS eR en ee 





Foreign Banking Business transacted 















Munich Office: 


Cable Address: ‘“‘Vereinsbank”’ 


14 Kardinal-Faulhaber-Strasse 


Phone: 28401. Telex No. 06/3933 









Nuremberg Office: 


Cable Address: “Bayverein" 


21 Lorenzerplatz 


Phone: 27741. Telex No. 06/2217 









37 Maximilianstrasse 


Phone: 4681. Telex No. 067/820 


Augsburg Office: 


Cable Address: “ Vereinsbank”’ 




















Offices and Branches all over Bavaria 
Correspondents throughout the world 






The Hon. GEOFFREY C. GIBBS, C.M.G. 
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The Basis of 
Eastern Trade 


Whilst the East remains the source of many 
essential raw materials—its fluctuating conditions 
and economies impose the need for reliable and 


up-to-date information on trade and finance. 


The Mercantile Bank of India, offering a banking 
and financial service that extends to every im- 
portant Eastern market and being widely 
experienced in local conditions and economies, is 
in a position to provide this first-hand information 


upon request. 


The Mereantile 
Bank of India trp. 


Head Office: 15 GRACECHURCH ST., LONDON, E.C.3 






INDIA 
MALAYA 
HONGKONG . 


PAKISTAN BURMA . CEYLON 
SINGAPORE THAILAND 
CHINA . JAPAN . MAURITIUS 


THE UNION DISCOUNT COMPANY 
OF LONDON, LIMITED 


The Rt. Hon. LORD KENNET OF THE DENE, P.C., G.B.E., D.S.O. 


(Chairman) 
ERIC O. FAULKNER, M.B.E. (Deputy Chairman) 
J. IVAN SPENS, O.B.E 
DAVID JOHN ROBARTS Sir ARCHIBALD JAMIESON, K.B.E 
STATEMENT OF ACCOUNTS AT 3ist DECEMBER, 1953. 
Liabilities. 
Caprrat (in £1 Units of Stock): £ £ 
Authorised ... 3 vidi ss wd sus 7.500, 





Issued 


Share Premiums Cy * oo ie ss -- 
(all applied to paying up part of issue of new shares) 
RESERVE 2,456,000 


(after having applied £30,000 to paying up balance 
of issue of new shares) 





Profit AND Loss—Balance carried forward 


8,761,603 
Loans (Secured on Assets of the Company) 231,167,736 
Deposirs, OTHER LIABILITIES AND RESERVE FOR 
CONTINGENCIES 13,690,133 
Deposits BY SUBSIDIARIES : oe si 100,107 
Proposep FiNnaL Divipenpb, less: Income Tax 152.460 
——_—_——— 245,110,436 


£253,872,039 
ee 
CURRENT ASSETS ; 


CasH AT BANKERS AND IN HAND ... ca .-- 5,223,303 
Bits Discountep—less Rebate and Reserve ‘ aon . 141,501,578 
Securitms Quorep: British Government, British Corporation, 
Public Board, Dominion and Colonial Government and 
Corporation FE ee ts a $i a ; 96,059,334 
Unquoted : British Corporation and Public Board 
Mortgages . hy 53 vt sah él oa 992,446 
LOANS on Securities and amounts receivable 9,895,271 
253,671,932 
FIXED ASSETS: 
SHARES IN SuBSIDIARIES—At Cost... ixé tea ii ‘ic 100,107 
The net assets of Subsidiaries at 31st December, 1953 are 
represented by Deposits with the Company (per contra). 
Freenoip Premises, including Furniture and Fittings, at Cost, 
less amounts written off ... abi Kae 100,000 
£253,872,039 





39, CORNHILL, LONDON, E.C.3 
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WESTMINSTER BANK LIMITED 


CONTINUED EXPANSION OF BUSINESS 


THE NATION’S GREAT ACHIEVEMENT 


LORD ALDENHAM ON IMPORTANCE OF 


[The annual general meeting of West- 
minster Bank Limited will be held on 
February 17th at the head office, Lothbury, 


London, E.C. 

The following are extracts from the state- 
ment by the chairman, The Rt Hon 
Lord Aldenham, circulated with the report 
and accounts for the year to December 31, 


I am glad to report that our business con- 
nues to expand ; the number of our account 
holders has substantially increased and the 
volume of work passing through our books 
is correspondingly greater. Our policy of 
snch extension has made satisfactory pro- 
gress during 1953, and we have opened 21 
new offices, bringing the total to 1,104. We 
have been helped by some relaxation of 


ryt 


Government controls affecting building and 
expect to benefit still more in this way during 


iL 
f 


In spite of this increase in work and in 
the number of branches, I am pleased to tell 
you that there has been a slight reduction in 
the total number of staff employed, whilst 
at the same time we believe that the high 
standard of service we have set ourselves is 
being well maintained. 





During the past year senior officers of the 
bank have visited a large number of 
countries, including Canada, the United 
States, Pakistan, India and Latin America. 
These visits have enabled us to strengthen 
old links with our banking friends overseas 
ind to establish new contacts. At a time 
when the fostering of Britain’s foreign trade 
is of paramount importance, we may regard 
this side of our activities not only as im- 
portant to the bank and its customers but 
ilso as a contribution to the wider national 
interests. 

A reference to the bank’s activities over- 
seas would not be complete without an 
expression of our pleasure at the award of 
the CBE to our New York representative, 
Mr A. W. Beamand. 

The accounts show a net profit for 1953 
of £1,474,736, which is £28,190 more than 
last year, after provision for taxation and 
appropriations to inner reserves, 


DIVIDEND DECISION 


We have been able to maintain the divi- 
dend at 18 per cent per annum, a rate which 
has been rather surprisingly described in 
some quarters as “meagre.” It must be 
admitted at once that the declaration of this 
dividend has come as a disappointment to 
some of our shareholders, since several of our 
competitors have been able to declare in- 
creased dividends. But it should not be for- 
gotten that for many years now this bank 
has paid a higher rate of dividend than almost 
all its competitors, and that we are still in 
that proud position; nor should it be 
forgotten that, while any depreciation of 
investments suffered up to December 31, 
1951, had always been set off against profits 
or reserves, we decided to show in our pub- 
lished statement of June 30, 1952, the 
depreciation on our holdings of British 
Government securities which had occurred in 


the previous six months, without minimising 
that deficiency by any transfer from: inner 
reserves or from current profits. 

That temporary deficiency amounted to 
£7.9 million, compared with ~ published 
reserves at that date of £9.3 million; it is 
true that this fall has been recovered since 
then, but after so recent and so sharp a 
reminder of the way in which the market 
value of even British Government securities 
may fiuctuate we have decided with regret 
that it is in the best interests of our share- 
holders that the whole of the profits of 1953, 
after payment of taxation and of the usual 
dividend, should go to fortify the published 
and the inner reserves upon which we rely 
to take care, not only of such losses as these, 
but of any others we may sustain through the 
normal! risks of business. 


BALANCE SHEET FIGURES 


The balance sheet shows that during 1953 
the total of current, deposit and other 
accounts increased by nearly £27 million. 


On the other side of the balance sheet the 
total of our advances, following the trend 
shown by bank advances as a whole, fell by 
£13 million, and the income from this item 
showed therefore a very substantial decrease 
compared with 1952. The contraction in 
this asset may be attributed in part to the 
lower level of the prices of raw materials 
and to the more liquid position of industry 
during the year. At the same time it may 
be mentioned that the terms of the request 
made by the Chancellor of the Exchequer to 
the banks to exercise restraint in their lending 
policy bears a little more hardly upon 
our bank than upon some of the others, 
because the proportion of our. advances 
made to private and professional custo- 
mers used normally to be larger than the 
average. 


GROWTH OF DEPOSITS 


The growth of our deposits, together with 
the lower level of advances, has necessitated 
an increasing use of our funds in the less 
remunerative outlets of bills discounted and 
investments, which increased by £31 million 
and £21.5 million respectively. 


In spite of difficult trading conditions in 
France and Belgium throughout the year, 
Westminster Foreign Bank has been able to 
show a net profit for 1953 only slightly 
smaller than for the previous year. 


Our affiliate in Ireland, the Ulster Bank, 
which this month holds its 118th ordinary 
general meeting, has had a satisfactory year 
and has declared a profit approximately equal 
to that for 1952. 


TWO NATIONAL CONSIDERATIONS 


As a nation our two main considerations 
at the end of each year must be to judge 
how far progress has been made towards 
a real and lasting peace, and how far we 
have been able to add to our scanty gold 
reserves by earning a little more than we 
have spent. 

We may well be pleased that the Prime 
Minister has been able to tell us that the 


SAVINGS 


danger of war is further away than it was 
1951; and pleased also that a four-Pow 
conference of Foreign Ministers is to be he 
this month. But it is still difficult to belie 
that much progress has yet been made in 
re-establishment of those really friend 
relations with Russia that the world so sad 
needs ; though this is not for want of try 
on our side, 

It is a great achievement indeed that 
spite of our very heavy and very necessa 
expenditure on defence, it seems certain th 
in 1953 we have paid our way. In the fi: 
half of the year this country showed 
surplus of £26 million on its current inte: 
national payments and receipts excludin 
defence aid; and it looks as if the surplu 
for the second half-year will not be less 
is not possible to judge accurately how 
are faring by taking a single year’s figur 
and a diagram is given in the director 
report to show the trend of the United 
Kingdom’s own balance of payments sin 
the end of the war. Movements in t! 
total volume of stocks of food and 
materials are not published, but the indi 
tions are that in 1953 the balance has bee: 
achieved without any lowering of thes 
stocks. The diagram shows how narrow has 
been the margin of success ; and it indicat< 
that if the downward trend of 1953 is 
arrested this year the balance will mo 
against us. 


The 1953 balance is likely to be some w. 
short of the figure at which we must aim 
after paying the service of our debts to th 
United States and Canada, we are to add | 
our reserves and provide funds for th: 
development of the countries within t! 
Commonwealth. It will need our ver; 
best efforts if the figures of our expor's 
in 1954 are to show an improvement 
those of 1953. All the reports that come | 
us from Western Germany tell of employer 
and employed there united in the mo 
energetic drive for export markets, so th: 
increasing competition is now no dista: 
menace. 


EXPORTS 


In considering how we are to increase 01 
exports, the price factor is of course the firs 
consideration, and it is most disturbing 
find many instances of our having price! 
ourselves out of traditional markets. 


But almost as important as price is t! 
ability to promise quick delivery, and ¢ 
certainty of being able to keep tho 
promises. It should be easily understoo/ 
that when a buyer buys a foreign machine 
and gets it sooner than his competitor w! 
has bought British, lasting harm has been 
done to our prospect of future exports. B 
this lesson is best learned on the spot, an 
it would be valuable indeed if not only ov 
export sales managers but also some of th- 
foremen at the producing end could get 0’ 
to their foreign markets and see the hare 
which is done by delays. 


Seven instances of ships turning aw2' 
from Tyneside to foreign ports for their 
repairs have recently been reported in the 
Press, and our lack of ability to guarantee a0 
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completion date seems to have been 
the main causes ; such cases do bring 
3 hi to us all that the so-called two sides 
i stry must be united as one side if we 
survive foreign competition. 





table cost of living would greatly help 
ility to give good delivery dates by 
ng the risk of industrial disputes ; and 
has been achieved in this direction, 
wwards stability and towards minimis- 
s of man-hours in industrial disputes, 
1953. There has been a compara- 
small rise in the index of retail prices, 
te of the reduction in the food subsidies. 
ould be interesting to learn from our 
4 jing economists whether food subsidies 
3 t to some extent have been “ feather- 
foreign farmers, by keeping up 

e of the commodities we import. 
nly the reduction in subsidies has 
yught with it the corresponding rise in 
n our shops which many people 


EFFECT OF COMPETITION 


etition also brings in its train 
is from overseas buyers for longer 
| ff payment. Such demands cannot 
2 tunately be compensated by easier terms 
ient for our own purchases of imports, 
‘se are in the main of raw materials 
odstuffs, unsuitable for long credit 
Were a British manufacturer able to 
the same length of credit in buying 
materials as he has to accord to a 
mporter when selling the manufac- 
roduct, his financial problem would 
easier. But this bank, and other 

in help, and are helping to overcome 
lifhculty, by providing finance to our 
s to enable them to grant easier pay- 
rms to the overseas buyer. Our bank 
iintains an intelligence service able 
> than willing to help any manufac- 
shing to expand his exports to new 











loes not seem probable that our 1954 
vill be improved by what are called 
ms of trade, that is, the relation 

the prices we receive for our ex- 
nd the prices we pay for our imports ; 

% er prices for our wheat and cotton im- 

4 owing to abundant crops, may well be 
i by lower prices for our exports, 
by competition. 





DOLLAR MARKETS 


growth of our total exports to the 

: markets of North America during 1953 
cen most useful; it is not always 
mbered that Canada is almost as good 
‘tomer of ours as the whole United 
ind indeed in some years a better 
‘t. Moreover we may hope from the 
that Canada may prove a steadier 
in bad times ; the curtailment of our 
to the United States in the two 
pressions of 1929 and 1938 amounted to 
Cut /> per cent and 40 per cent respec- 


} 
galay 
Cly,. 


c 


kports 


‘nm recent months there has been a definite 
‘sion in business in the United States, 
‘hough we may hope that better methods 
© deen evolved to avoid such serious de- 

ons as those of 1929 and 1938, yet we 
: ‘ consider the effect on our economy, 
, _UcA any marked recession in the United 

States would have. 


‘his leads at once to the study of the sterl- 
& area gold and dollar reserve. This 
erve increased during 1953 from £659 
“ition to £899 million, after providing £63 
‘hon for service of the United States and 
anadian loans, an obligation which should 
|ways be regarded as a first claim on any 
“oars we earn. The increase is most wel- 
come, but the reserve is still at a dangerously 
low level and could not be allowed to be 
*u5stanually diminished, even if there were 














a serious fall in American purchases of sterl- 


mg area exports. In such an eventuality, the 
Only possible course for us would be to cut 
our imports from America to the barest 
essentials. The need for a substantial dollar 
reserve is shown by the fact that the sterling 
area spent the equivalent of £4,000 million 
in 1952 imports from the non-sterling 
world. 


on 


CONVERTIBILITY 


It does not seem likely that full converti- 
bility between the pound and the dollar 
would help us much at present. Until our 
national shop window has become as attrac- 
tive to the whole world as the shop window 
of the United States, convertibility would 
seem to imply either a lower price for the 
pound sterling measured in dollars, or an 
even more severe restriction of dollar imports 
than we suffer from now. The latter device 
would be highly unsatisfactory, since it would 
lessen the volume of our own trade, while 
any foreign holder or earner of sterling 
would be free to acquire with that sterling, 
dollar goods, unhampered by our own import 
restrictions. 


There have been welcome signs, however, 
during the year that our shop window is be- 
coming as attractive as the American 
motor-car exports to North America were 
insignificant up till five years ago; but in 
1953 good salesmanship had brought them 
into the first place in our list of exports to 
that area. British tenders for the supply of 
electric power installations have been success- 
ful even over the tariff wall ; and if we fear 
that the Buy American Act may hinder these 
exports in future, these successes do at least 
advertise to the rest of the world how com- 
petitive some of our prices and delivery dates 


tr 


7 = 
can become when we really try. 


US TARIFFS 


Most certainly convertibility would help 
our invisible exports, and it may well be 
that the time will become ripe during 1954 
for another tentative step towards it; and it 
is encouraging to remember how quickly the 
urge to convert pounds into dollars, or vice 
versa, disappears when it is believed that 
the right to convert is likely to be main- 
tained. But we must not again risk the 
disastrous experiment in convertibility of 
1947 which resulted in our selling much too 
cheaply to foreigners the dollars which we 
so sadly needed, and still need, ourselves. 
It is clear how closely our problem of con- 
vertibility is linked with the problem of 
United States tariffs, and no lowering of these 
tariffs is likely even to be considered before 
the report of the Randall Commission has 
been debated in Congress. 

The recent purchases of tobacco and lard 
from the United States do not create an 
obstacle to convertibility since the proceeds 
will be spent here in sterling as defence aid ; 
but this is not true of the agreement to buy 
American films with blocked sterling. That 
agreement accumulates sterling in the hands 
of those naturally anxious to buy dollars with 
it as soon as this is permissible, even though 
it mav for the time being be usefully invested 
here. It would have been much _ better 
to have bought only as many films as 
we could afford to pay for in dollars at once. 
The agreement runs only until September 
next, so that at least it can then be recon- 


sidered. 


COAL EXPORTS 


Coal exports have increased, but they are 
still disappointing ; they could do so much 
to maintain our balance of — — 
hus ensure the maintenance of our presen 
anil of living. The National Coal Board 
publishes figures of £29 million, £32 million 
and £45 million capital expenditure in the 


mines during 1950, 1951 and 1952, and there 
has been in 1953 no corresponding rise in 
pontucsicn which the outsider would expect 
rom this vast outlay. 

However, the figures of industrial produc- 
tion as a whole have shown a most welcome 
recovery from the fall recorded in 1952. 
has been made 
during 1953 in the removal of wartime-con- 
trols; but measured in man-power freed 
for more productive purposes, progress has 
been too slow. In September, 1951, there 
were 1,283,000 persons employed in National 
and Local Government services (excluding 
the Armed Forces and the Police), and in 
September, 1953, there were still 1,245,000 
thus employed, out of a total working-age 
population of 234 million. 


Considerable progress 


NEED FOR MORE SAVINGS 


_ The need for more savings both to permit 
increased exports by reducing home consump- 
tion and to keep our machinery up to date 
iS Very great. The point is most strongly 
stressed in a recent report of the Organisa- 
tion for European Economic Co-operation ; 
and it is not unhealthy for us all 
to read and ponder the opinions of this 
body of independent, but friendly and con- 
structive critics on the present state of our 
nation. 

Any feeling of complacency about our 
recovery during the last two years will receive 
a severe jolt when the figures in this report 
of the increase in industrial production of 
other European countries are compared with 
our own. 

In America a very high wage structure is 
supported by a very high figure of modern 
capital equipment behind each factory 
worker ; our own wage structure is endan- 
gered by the lack of sufficient company and 
private savings to provide something 
approaching the same amount of modern 
capital equipment behi#id each of 
workers, 


our 


In spite of this urgent need of savings to 
support our wage structure many people 
seem to regard earnings of interest from 
savings as being morally less desirable than 
earnings by way of salary or wage; and in 
fact they are taxed even more severely. 
Pensions provide a striking example of how 
muddled our thinking is in this respect. 
Pensions are regarded as deferred pay, and 
are rightly treated as earned income; but 
where a professional man has to provide for 
his own old age the income from his savings 
is not regarded as earned. 


NATION’S WAGE PACKET 


Much of this review has been devoted to 
the supremely important problem of our 
future exports, and to the bearing which the 
cost factor, the delivery date, the encourage- 
ment of savings, and the provision of bank 
finance have on this problem. It is a pity 
that the figure of our monthly exports can- 
not be made as exciting as a football “ league 
table” ; since if we lose our place in the 
export “league table,” it is our bread and 
butter that is at stake. 


If it were widely understood that the 
monthly export figure is in effect the nation’s 
wage-packet, with which to go shopping 
abroad—and we must shop abroad for many 
things—we should have gone far to achieve 
that unity of purpose between employers 
and employed which is so essential to our 
export trade. 


A fair summary of 1953 would be that 
we have improved our defences, and we 
have improved our gold and dollar reserves ; 
but that in neither respect have we moved 
nearly fast enough. We have not yet won 
back to a position of real security—and 
already it is almost nine years since the war 
in Europe ended. 
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ARTHUR GUINNESS, SON AND 
COMPANY, LIMITED 


EFFORTS TO COMBAT RISING COSTS 


LORD IVEAGH ON SUCCESS OF REORGANISATION 


The annual general meeting of Arthur 
Guinness, Son and Company, Limited, was 
held on January 21st, at Park Royal Brewery, 
Lendon, N.W.10. 


The Earl of Iveagh, CB, CMG, chair- 
man of the company, presided, and in the 
course of his speech said: Ladies and 
Gentlemen,—You have seen the annual re- 
port and accounts for the year ended 
September 30, 1953, and you will be as glad 
as I am that we are again able to show an 
advance in profits on previous years. The net 
profit of the group attributable to your hold- 
ing was 1,838,576, as compared with 
£1,663,178 in the previous year. This is 
arrived at after deducting from the gross 
profit, depreciation, provision for pension 
fund, taxation here and in Ireland and 
sundry other items amounting to well over 
£34 million as have been set out in the 
consolidated profit and loss account. 


Our sales in Great Britain showed an in- 
crease over the previous year. It was nota 
spectacular increase; but we are more 
interested in steady advance that we feel we 
can consolidate than a fortuitous burst to be 
followed possibly by subsequent recession. 
ir would be rash to prophesy, but I can say 
that the results in this country since 
September, 1953, continue ‘to indicate pro- 
gress. In Ireland the position is still affected 
by the very heavy rise in excise duty in the 
3udget of 1952. 

In regard to exports, we had a slightly 
lower total than in the previous year ; but 
latterly exports have been, over a period of 
some months, actually running at a rate that 
has not been reached since the palmiest days 
of our export market before the first’ world 
war. I would like to pay a warm tribute to 
the management, and that means especially 
Mr Faweett, the chairman of our subsidiary, 
Guinness Exports, Limited. Exports are a 
comparatively small item in our total produc- 
tion, but they are of considerable importance 
both to the company and nationally. 


CONTINUED RISE IN COSTS 


Costs, generally, I am afraid, have con- 
tinued to rise. As I mentioned last year, the 
cost of materials had shown some reduction, 
and that has helped, but, unfortunately, rises 
in many other directions more than offset the 
saving in respect of materials. We are, there- 
fore, still in the position to which I have 
drawn attention on previous occasions, 
namely, that only our intensive drive for 
economies, our very considerable mechanisa- 
tion, and our success so far in expanding 
sales, have enabled us to maintain our total 
profits. The actual unit margin of profit 
has been eaten into, and in some directions 
is too low. 


EXPENDITURE ON MODERNISATION 


We have not yet finished our heavy pro- 
gramme of capital expenditure, but we are 
drawing to the close of this postwar period 
of modernisation, from which we are already 
reaping many benefits. The two new ships 
are at work, and bulk delivery from Dublin 
to the North of England, by means of large 
transportable tanks, has commenced with 
complete success, Our fleet of road and rail 
tankers at Park Royal is now nearly complete, 
and we are delivering from Park Royal more 


than 70 per cent by tanker and slowly making 
our way towards the 80 per cent figure. 


e 
INCREASE IN DIVIDEND 


There is, all round, good reason, in my 
opinion, for moderate optimism and confi- 
dence ; and it is in this feeling that your 
board has recommended that there should be 
a small increase in the total dividend this 
year. The shareholders may justifiably feel 
that they have had a long wait ; seeing that 
even with the present increased dividend 
you are only getting just above what you 
were in the years before the war. If one 
takes into consideration, as one must, the 
fact that the £1 of 20s. purchasing power in 
1938 is now worth only some 8s. 9d., then 
there is a very long way to go before we 
shall be able to give shareholders in real 
value anything like what they were getting 
before the war. I am afraid that is inevit- 
able. But I believe we have all shareholders 
with us in our policy that our first tasks are 
to see that staff and employees are adequately 
and indeed generously dealt with, and that 
your property and plant are brought to and 
kept at maximum efficiency and productivity. 
Otherwise your investment would not be 
worth, actually or potentially, what in fact it 
is worth today. 


SUBSIDIARY ACTIVITIES 


Before I leave the question of accounts 
and prospects I have to report that your 
board considered it necessary to make some 
reservation in regard to two of our sub- 
Sidiary activities, namely, the New York 
Company, and the few small separate 
botthng companies which are grouped in our 
subsidiary company, T, B. Hall & Co. As 
I explained last year we are a minority share- 
holder in New York ; apart from our equity 
interest we receive a royalty on Guinness 
brewed and sold in USA. I am bound to 
say that we have been disappointed at 
results so far and in the light of experience 
over the last five years and the inevitably 
heavy cost of operating in such a vast country 
and in such a competitive. market we felt 
on our side that it was prudent and realistic 
for us to write down our original capital 
investment in the New York business. The 
position of the USA market is having our 
continued and critical attention. In regard 
to our bottling companies, they are function- 
ing in most cases satisfactorily and are 
serving the specific purpose for which we 
acquired them, which was to study and 
improve the bottling of Guinness ; but in one 
or two instances they are facing gréatly 
increasing keenness of competition, and are 
not proving as profitable as they were when 
acquired. Your board’s object in taking such 
action is to see, both in the company’s and in 
your own interest as individual shareholders, 
that there is no dead wood anywhere in. the 
tree. 


SUCCESS OF REORGANISATION 


The reorganisation of the company has 
proved entirely satisfactory and efficient, and 
will prove of increasing value. The remain- 
ing legal and administrative details have now 
been completed ; and during the year the 
two breweries have functioned as separate 
self-contained subsidiaries with close inter- 
locking relations. From January 1, 1954, the 
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Dublin brewery is brewing once again || 
its own birthright and without the form, 
necessity of a licence under the Irish Contr.,: 
of Manufactures Acts of 1932 and 1934 
The logical ultimate position, we feel, is th 
the full control of the Irish subsidiary show | 
be in Ireland, but that is a matter the de 
sion in which rests with Her Maijes: 
Treasury. 


At the end of another successful year, | 
know that you would wish to pay tribute 
the staff and labour in both countries. Th 
have done a good job ; and I am glad to adi: 
that throughout the year at both brewer: 
we have been a happy team. 


The report and accounts were unani- 
mously adopted and the recommendation 
the directors approved for the payment ot 
final dividends on January 22nd of 3 per 
cent on the preference stock and 11 per cei: 
on the ordinary stock, both less income ta, 


The retiring directors, Lady Patric, 
Lennox-Boyd and Mr Henry Channon we: 
re-elected. It having been decided that th 
remuneration of the auditors, Messrs Tu 
quand, Youngs & Company should be fixe. 
by the directors, the proceedings terminat. 
with a vote of thanks to the chairman, 
directors, staff and employees, proposed bh; 
a Bernard Binsted and seconded by \\: 

er. 
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THE SOUTH WEST 
AFRICA COMPANY 


The annual general meeting of The South 
West Africa Company Limited was held o: 
January 15th in London. 


After reviewing in detail the year’s resu! 
which he described as disappointing and duc 
mainly to the fall in metal prices, Sir Douv: 
Malcolm, KCMG (the chairman), said: As 
regards the current financial year, I think | bi 
can say that our feeling is one of cautio: 
optimism. Whilst on the one hand the price. Bg 
of lead and zinc remain at a low level wh« 
compared with the prices ruling during ou 
peak year of 1951-2, on the other hand th 
production of lead/vanadium concentrates 3 
Abenab West has increased substantially 
recent months, thus reducing the cost pe: 
ton of concentrates to a considerably low: 
figure. As regards vanadium, however, salc. 
unfortunately do not show signs of imm 
diate improvement. 


Progress of our operations on the tin an 
wolfram ore bodies in the Brandberg area 
the west of the territory has been encourag 
ing, and with the starting up of the new 
plant at Brandberg West a substantial increas: 
in production has been effected, which 
resulting in a reduction in the cost per ton o! 
concentrates produced. On the other hand, 
although the price of tin has remained fair! 
steady over the past few months, that 0! 
wolfram has continued to drop. Howeve:, 
economic exploitation is considered possib!c 
on the present scale of operations even 1 
prices for these metals below those at which 
they now stand. Consideration is, howeve:, 
being given to enlarging the scope of oper: 
tions with a view to a reduction in production 
costs to meet. such eventualities. 


It has become clear that without the pro- 
vision of further working capital the con 
pany will find it increasingly difficult no’ 
only to maintain its present scale of minin 
operations and to expand where such expa''- 
sion would appear to be desirable, but als: 
to carry out the extensive prospecting oper:- 
tions called for in that area where lead, zin 
and vanadium occur, as well as on the tin 
wolfram occurrences, and n jations are 1" 
hand for the provision of further working 
capital with this object in view, 

The report was adopted and the tota! 
dividend of 2s. per share was approved. 
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THE UNION. DISCOUNT 
COMPANY OF LONDON 


IRD KENNET’S STATEMENT 


. ] > , ren TY’ 
general meeting of The Union 
ompany of London, Limited, will 
20 


February 18th, at 39, Cornhill, 


ne 1< 


owing is the statement by the 
The Rt Hon Lord Kennet of 


PC, GBE, DSO, which has 
ted with the report § and 

the year ended December 31, 
i€ company capil sec ne 
s share premiun CC 

1d also capitalised from reserve 
icing sum of {/ 30,000, mak 


This amount was distributed 
shareholders as full 


simplify the 


1 to 


e purpose was [to 


year the discount marke 
the consequences of the 
measure of relaxation of 
nd to greater flexibility of rates 
d been experienced in 1952, and 
is confirmed by the reduction of 
' per cent in September 
of* the operation, by which 
million 13 per cent serial funding 
erted, leaving only £25 million 
repaid at maturity, showed the 
of the market in short-term British 
nent securities under present 


ine pt st 
ng out 
some 


= 
fe 10 3 


cess 


con- 


reduction of bank rate was considered, 
doubt rightly, not to indicate any 
the general policy of the Govern- 
checking inflation, but rather as a 
of realism, to maintain the efficiency 
te by bringing it into relation with 
| state of the money market. Under 
onditions, changes, when they come, 
doubt equally be considered as 
of adjustment to established condi- 
changes of policy. 


GREATER MEASURE OF FREEDOM 


f some interest as further relaxa- 
were the return to_ local 

of freedom, to enter the public 
and the return to banks of free- 

om Treasury control of the terms 
1ade by them for approved capital 


control 


rates for 
1 


MiCial 


both Treasury Bills and 
Bills have been steady, at the 
nd lower level which followed the 
feducuon of bank rate. There has been some 
in the supply of Commercial Bills, 
is reflected in a slight increase in the 
cnungent hability in respect of them shown 
‘n the balance sheet. There has been greater 
‘reéedom in the Commercial Bill rate, with 
ne result that it is now very little above that 
lor Treasury Bills. 


S¢ 


| year I wrote that the stream of capital 


which turns the wheels of industry was still 
‘ailing, that there was still inflation conceal- 
ts fall, and that the only effective govern- 
n measure to. increase the stream was to 
ecuce public expenditure and taxation. 
‘here is another effective measure, simul- 
cously to increase production, but that is 

Tie ’ 


n the hands of the Government. These 


servations are not out of date. 


ot 


BALANCE SHEET FEATURES 


Compared with last year, there is a reduc- 
tion of £21,892,565 in the balance sheet 
lotal. There was a sharp decrease of 


£62 


2,224,552 in the total of bills discounted ; 





this decrease in ow holding f 


concerns Treasury Bills, may be parti 
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We k ‘ ks c ¢ stin 
tions whi 71 give us their goodwill and most 
be } . ¢ on . +} _ ‘ 
helpful co-operation, and we thank, too, the 
Management and ff for their services, con- 
3 : } . 9 anaes *o] t wine 
ducted throughou nic ei vith the utmost 
nea mal’ Asliees 
eimciency and ¢ ence 


ALEXANDERS DISCOUNT 
COMPANY 
A SUCCESSFUL YEAR 


SIR ERIC GORE BROWNE'S 
STATEMENT 


1 


The eighty-sixth annual general 
Alexanders Discount Company Limited 
be held on February 17th at the registered 
offices of the company, 24 Lombard Street, 
London, E.C.3. 


meeting of 
will 


The followmg, the statement by the 
chairman, Sir Eric Gore Browne, DSO, 
OBE. TD. which has been circulated with 


the report and accounts: 
Once again 
- 

epret Of ali vn 
fortunes of Alexanders 


I have to express the 


NI ire «=concerned 


Disc 


f ~ 
unt (L.« 











Limited in the resignat { rember of 
the board, to wh he succe and con- 
tinued progress of 1 company are in p r- 
ticular so largely due. Lord Coigrain was 
elected a director in 1912. He was chairman 
from 1916 to 1950 Thus for over forty 
vears it fell to him to take an active part in 
framing our policy during some ot the most 
difficult years in the development of the 
London Discount Market. The figures which 





oultuaenm » hk ,oa dat. 
we now present are ribute to his ieader 


ship. We are very grateful to him. In 

: } At } eT f 
his place your board has apf ointed Mz 
S. J. L. Egerton. He is chairman ol 


‘ ty i 2 directo 
Messrs Coutts and Company and a airector 


of the National Provincial Bank, Limited. 
We count ourselves fortunate in having 
obtained the services of another experi- 


enced banker. 

The chief event in the London Money 
Market in the year 1953 was the reduction 
in the Bank Rate on September 17th from 
4 per cent to 3} per cent. The rate at which 
the Market is enabled to borrow from the 
Bank of England remained unchanged at 3} 
per cent while other money rates and bill 
rates were reduced by at least per cent, 
and Bank Bills by 3 per cent and more. In 
the words of the Chancellor of the Ex- 
chequer: “The Bank Rate has been doing 
good and useful work as an imstrument of 


monetary policy,” but it must not be for- 
gotten that the use of the instrument of the 
Bank Rate cannot achieve complete success, 
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in our fight for recovery, unless it is accom- 


panied both in the domestic and in_ the 

national sphere by every possible effort to 
live within our means. 

THE ACCOUNTS 

We e h successful year. If you 

wii ti e balance sheet you will see 

that the deposits are £141 million compared 

1 129 mill the previous year, while 

liscounted are £75 million compared 

£80 million, and British Government 

63 mull on com] red with £52 

C r ice sheet total is - 145 

ompared th £134 million, while 

S g position which Her Majesty’s 

( plays as a borrower in the Lon- 

M iS again emphasised by our turn- 

he r in Treasury Bills of about 

Z Our turnover of Com- 

nercial Bills s less than £100 million. 


lhe profit and loss account shows a balance 


I £281,600, an increase of £105,050. 
W Ta thy mmend the TY T =ThT of 
We prepose tt ecommenc the payment c 
he following 1 dividends for the year 


mvala * ~ 
mulative preference shares 


nad 
paia 


3 per cent—making 6 per cent for the 
ye it 
Ordinary shares {£2 each, {1 paid. 


12} per cent—making 20 per cent for 
the year, plus a bonus of 5 per cent. 


Both dividends and bonus, less income tax 
at 9s. in the pound, to be paid, subject to 
approval, on February 25, 1954, to those 
shareholders whose names appear in the 
register at the close of business on February 
5, 1954. 

My colleagues and I are anxious that there 
should be no misapprehension by any of you 
n regard to this bonus which we are happy 
to be able to recommend to you in respect of 
the year 1953. I ask you to regard it merely 
ible token of one very successful 
Trying no implications as to our 
being able to repeat it in the 


as a tang 


DUAI 


ROLE OF LONDON 
MARKET 


DISCOUNT 


ition of the London Dis- 








co tc it has a dual role to 
p ional economy. The first is its 
traditic primary role of buying and 





selling bills of exchange in their great variety. 
second, which through force of cir- 
cumstances has of recent years fallen to its 
lot, is to provide a free market in short dated 
Government securities. In fulfilling these 
functions, especially the latter, there is a 
serious element of risk, and it behoves your 
board, with every consideration for you the 
shareholders, to maintain its policy of build- 
ng up and maintaining our resources. It is 
by this policy, and this policy only, that we 
shall be able to face with confidence a future, 
which, not only in its domestic but also in 
ts wider and international aspects, does not, 
for the British Commonwealth of Nations, yet 
rest on firm foundations. 


433206 Li 








A proposal will be put before you for an 
increase in directors’ fees. At present these 
amount to £8.800 and they have remained 
at that rate since 1931. It is proposed to 
increase this figure to £12,000. In the days 
in which we live, and having regard to the 
progress of the company, we hope that you 
will regard the increase now proposed as not 
unreasonable. 

Our gratitude is once more due to Mr 
Macnaghten, our manager, Mr Dawkins, his 
deputy, to their assistants and to the whole 
staff. One and all have given of their best 
to your interests, and deserve our most cordial 
thanks. 
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ARTHUR GUINNESS, SON AND 
COMPANY, LIMITED 


EFFORTS TO COMBAT RISING COSTS 


LORD IVEAGH ON SUCCESS OF REORGANISATION 


The annual general meeting of Arthur 
Guinness, Son and Company, Limited, was 
held on January 21st, at Park Royal Brewery, 
London, N.W.10. 

The Earl of Iveagh, CB, CMG, chair- 
man of the company, presided, and in the 
course of his speech said: Ladies and 
Gentlemen,—You have seen the annual re- 
port and accounts for the year ended 
September 30, 1953, and you will be as glad 
as I am that we are again able to show an 
advance in profits on previous years. The net 
profit of the group attributable to your hold- 
ing was 1,838,576, as compared with 
£1,663,178 in the previous year. This is 
arrived at after deducting from the gross 
profit, depreciation, provision for pension 
fund, taxation here and in Ireland and 
sundry other items amounting to well over 
£34 million as have been set out in the 
consolidated profit and loss account. 


Our sales in Great Britain showed an in- 
crease over the previous year. It was not a 
spectacular increase; but we are more 
interested in steady advance that we feel we 
can consolidate than a fortuitous burst to be 
followed possibly by subsequent recession. 
It would be rash to prophesy, but I can say 
that the results in this country ‘since 
September, 1953, continue ‘to indicate pro- 
gress. In Ireland the position is still affected 
by the very heavy rise in excise duty in the 
Budget of 1952. 

In regard to exports, we had a slightly 
lower total than in the previous year ; but 
latterly exports have been, over a period of 
some months, actually running at a rate that 
has not been reached since the palmiest days 
of our export market before the first’ world 
war. I would like to pay a warm tribute to 
the management, and that means especially 
Mr Faweett, the chairman of our subsidiary, 
Guinness Exports, Limited. Exports are a 
comparatively small item in our total produc- 
tion, but they are of considerable importance 
both to the company and nationally. 


CONTINUED RISE IN COSTS 


Costs, generally, I am afraid, have con- 
tinued to rise. As I mentioned last year, the 
cost of materials had shown some reduction, 
and that has helped, but, unfortunately, rises 
in many other directions more than offset the 
saving in respect of materials. We are, there- 
fore, still in the position to which I have 
drawn attention on previous occasions, 
namely, that only our intensive drive for 
economies, our very considerable mechanisa- 
tion, and our success so far in expanding 
sales, have enabled us to maintain our total 
profits. The actual unit margin of profit 
has been eaten into, and in some directions 
is too low. 


EXPENDITURE ON MODERNISATION 


We have not yet finished our heavy pro- 
gramme of capital expenditure, but we are 
drawing to the close of this postwar period 
of modernisation, from which we are already 
reaping many benefits. The two new ships 
are at work, and bulk delivery from Dublin 
to the North of England, by means of large 
transportable tanks, has commenced with 
complete success, Our fleet of road and rail 
tankers at Park Royal is now nearly complete, 
and we are delivering from Park Royal more 


than 70 per cent by tanker and slowly making 
our way towards the 80 per cent figure. 


e 
INCREASE IN DIVIDEND 


There is, all round, good reason, in my 
opinion, for moderate optimism and confi- 
dence ; and it is in this feeling that your 
board has recommended that there should be 
a small increase in the total dividend this 
year. The shareholders may justifiably feel 
that they have had a long wait ; seeing that 
even with the present increased dividend 
you are only getting just above what you 
were in the years before the war. If one 
takes into consideration, as one must, the 
fact that the £1 of 20s. purchasing power in 
1938 is now worth only some 8s. 9d., then 
there is a very long way to go before we 
shall be able to give shareholders in real 
value anything like what they were getting 
before the war. I am afraid that is inevit- 
able. But I believe we have all shareholders 
with us in our policy that our first tasks are 
to see that staff and employees are adequately 
and indeed generously dealt with, and that 
your property and plant are brought to and 
kept at maximum efficiency and productivity. 
Otherwise your investment would not be 
worth, actually or potentially, what in fact it 
is worth today. 


SUBSIDIARY ACTIVITIES 


Before I leave the question of accounts 
and prospects I have to report that your 
board considered it necessary to make some 
reservation in regard to two of our sub- 
sidiary activities, namely, the New York 
Company, and the few small separate 
bottling companies which are grouped in our 
subsidiary company, T, B. Hall & Co. As 
I explained last year we are a minority share- 
holder in New York ; apart from our equity 
interest we receive a royalty on Guinness 
brewed and sold in USA. I am bound to 
say that we have been disappointed at 
results so far and in the light of experience 
over the last five years and the inevitably 
heavy cost of operating in such a vast country 
and in such a competitive. market we felt 
on our side that it was prudent and realistic 
for us to write down our original capital 
investment in the New York business. The 
position of the USA market is having our 
continued and critical attention. In regard 
to our bottling companies, they are function- 
ing in most cases satisfactorily and are 
serving the specific purpose for which we 
acquired them, which was to study and 
improve the bottling of Guinness ; but in one 
or two instances they are facing greatly 
increasing keenness of competition, and are 
not proving as profitable as they were when 
acquired. Your board’s object in taking such 
action is to see, both in the company’s and in 
your own interest as individual shareholders, 


that there is no dead wood anywhere in the 
tree. 


SUCCESS OF REORGANISATION 


The reorganisation of the company has 
proved entirely satisfactory and efficient, and 
will prove of increasing value. The remain- 
ing legal and administrative details have now 
been completed ; and during the year the 
two breweries have functioned as separate 
self-contained subsidiaries with close inter- 
locking relations. From January 1, 1954, the 
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Dublin brewery is brewing once again 
its own birthright and without the form, 
necessity of a licence under the Irish Cont;.)! 
of Manufactures Acts of 1932 and 1934 
The logical ultimate position, we feel, is th 
the full control of the Irish subsidiary sho. 
be in Ireland, but that is a matter the de 
sion in which rests with Her Maijes: 
Treasury. 


At the end of another successful year, | 
know that you would wish to pay tribute :5 
the staff and labour in both countries. Th 
have done a good job ; and I am glad to ai 
that throughout the year at both brewer... 
we have been a happy team. 


The report and accounts were unan 
mously adopted and the recommendation » 
the directors approved for the payment 0! 
final dividends on January 22nd of 3 per 
cent on the preference stock and 11 per cei: 
on the ordinary stock, both less income ta, 


The retiring directors, Lady Patric: © 
Lennox-Boyd and Mr Henry Channon were J 
re-elected. It having been decided that th 
remuneration of the auditors, Messrs Tur- 
quand, Youngs & Company should be fix 
by the directors, the proceedings terminat: / 
with a vote of thanks to the chairman, 
directors, staff and employees, proposed |) 
— Bernard Binsted and seconded by \\: 

er. 
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THE SOUTH WEST 
AFRICA COMPANY 


The annual general meeting of The South 
West Africa Company Limited was held on 
January 15th in London. 


After reviewing in detail the year’s resu! 
which he described as disappointing and dv 
mainly to the fall in metal prices, Sir Doug! 
Malcolm, KCMG (the chairman), said: A; 








regards the current financial year, I think [| | 
can say that our feeling is one of cautio: 
optimism. Whilst on the one hand the pric: e 


of lead and zinc remain at a low level! whe: 
compared with the prices ruling during ou: 
peak year of 1951-2, on the other hand th 
production of lead/vanadium concentrates 1! 
Abenab West has increased substantially 
recent months, thus reducing the cost pe 
ton of concentrates to a considerably low 
figure. As regards vanadium, however, sa!-: 
unfortunately do not show signs of imn 
diate improvement. 


Progress of our operations on the tin ani 
wolfram ore bodies in the Brandberg area 
the west of the territory has been encour 
ing, and with the starting up of the ne 
plant at Brandberg West a substantial increas: 
in production has been effected, which 
resulting in a reduction in the cost per ton 0! 
concentrates produced. On the other hand, 
although the price of tin has remained fair! 
steady over the past few months, that o! 
wolfram has continued to drop. However, 
economic exploitation is considered possib!c 
on the present scale of operations even + 
prices for these metals below those at which 
they now stand. Consideration is, howeve:, 
being given to enlarging the scope of oper: 
tions with a view to a reduction in production 
costs to meet. such eventualities. 


It has become clear that without the pro- 
vision of further working capital the com 
pany will find it increasingly difficult no: 
only to maintain its present scale of mininz 
operations and to expand where such expa''- 
sion would appear to be desirable, but als) 
to carry out the extensive prospecting oper 
tions called for in that area where lead, zin 
and vanadium occur, as well as on the tin 
wolfram occurrences, and yi ar esse are in 
hand for the provision of further working 
capital with this object in view, 

The report was adopted and the tot! 
dividend of 2s. per share was approved. 
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4 THe UNION DISCOUNT 
' ff COMPANY OF LONDON 


q RD KENNET’S STATEMENT 





general meeting of 
ompany of London, I i 
February 18th, at 39, Cornhill 


, 4 the ’ 
Ving 18 ine St 


The Rt Hon 


wtement by the 


Lord Kennet of 


PC, GBE, DSO, which has 
$ ted with the report and 
a the year ended December 31, 

$3. the company capitalised _ the 
ts share premiun accoul! 
1c 


also capitalised from reserve 
lancing sum of £30,000, making 
This amount was distributed | 

o shareholders as fully paid 


was to simphfy the 


ro 


e purpose 


year the discount market 
the consequences of 

some measure of relaxation of 
nd to greater flexibility of rates 
d been experienced in 1952, and 


tne pt st 
King out 


the 











s confirmed by the reduction of 

: @ te to 3} per cent in September 
s ccess of* the operation, by which 
1i per cent serial funding 

erted le — — < rai thing 

erted, leaving only £25 million 

repaid at maturity, showed the 


of the market in short-term British 
securiuies under present 


ment con- 





duction of bank rate was considered, 
doubt rightly, not to indicate any 
in the general] policy of the Govern- 
checking inflation, but rather as a 
of realism, to maintain the efficiency 
rate by bringing it into relation with 
| state of the money market. Under 
onditions, changes, when they come, 
doubt equally be considered as 
of adjustment to established condi- 
hanges of. policy. 





a GREATER MEASURE OF FREEDOM 


of some interest as further relaxa- 
control were the return to 
hes of freedom, to enter the public 
nd the return to banks of free- 
om Treasury control of the terms 
nade by them for approved capital 


} 7 
iOCal 


tes for both Treasury Bills and 

al Bills have been steady, at the 

nd lower level which followed the 

e on of bank rate. There has been some 

rease in the supply of Commercial Bills, 

ch is reflected in a slight increase in the 

tngent lability in respect of them shown 

ihe balance sheet. There has been greater 

‘reedom in the Commercial Bill rate, with 

“h sult that it is now very little above that 
rreasury Bills. 


Cac) 


ne re 


t year I wrote that the stream of capital 

ch turns the wheels of industry was still 

g, that there was still inflation conceal- 

ng its fall, and that the only effective govern- 

measure to. increase the stream was to 

ce public é¢xpenditure and _ taxation. 

‘here is another effective measure, simul- 

cously to increase production, but that is 

in the hands of the Government. These 
’ : ©Oservations are not out of date. 


not 


BALANCE SHEET FEATURES 





> Compared with last year, there is a reduc- 
ion of £21,892,565 in the balance sheet 
‘a ‘otal. There was a sharp decrease of 






4,.62,224,552 in the total of bills discounted ; 











this ace in r hala: > : . 
decrease in our holding, in so far as it 
n ' ' © 1} . : 
concerns ireasury Bills, may be partialh 
*wrhigined h th nore ; F 
Cc (iained Dy iit eq wWerest i 1s 
form of investment fr ce sources € 
tot ee ; 
otal of ¢ ne € é 31 681.49 
rhe o < é ets side 
ol ie was ‘ 1 
C I e i 
( t ~‘ j t 
d i 
¢ nere ( | 14 t C 
¢ € Net | ts 
4 I c ‘ a y La 
f r - 
i ‘ st 
i t | e. 
‘ 
. \ cL ‘ 4 
COomMy l } 
n 
7 ii 
\} ly ~ 
V4 T T 
op eS 
C rT I I 
director l c Mr E. O 
i t i . . 
the Q 
ble d ¢ ‘ 
Mr Faulk nder 
Ni i I cr tO und I 
take it 
one 
we t k ne r ¢ ce ns 
tions whi 7) \ { rooadw iG most 
~ } . . 
heipful c pe ( and we thank, too, the 
TROT > , wr . <? } t 
Management and fi for the Ss es, CON 
ducted throughout the year with the utmost 


efhciency and diligence. 


ALEXANDERS DISCOUNT 
COMPANY 
A SUCCESSFUL YEAR 


SIR ERIC GORE BROWNE'S 
STATEMENT 


The eighty-sixth annual general meeting of 
Alexanders Discount Company Limited will 
be held on February 17th at the registered 
offices of the company, 24 Lombard Street, 


London, E.C.3. 


following is the statement by the 
chairman, Sir Eric Gore Browne, 
OBE, TD, which has 1 


} ; + . 
the report and accounts: 


Once 


The 


DSO, 
W th 


r ‘ 1 


1 
peen cCircuia 








egret OF ali WH re 

fortunes of Alexanders Discount 
Limited in the resignation of a meme 

the board, to whom the success and con- 
tinued progress of this company are in par- 
ticular so largely due. Lord Coigrain was 
elected a director in 1912. He was chairman 
from 1916 to 1950. Thus for over forty 
vears it fell to him to take an active part in 
framing our policy during some of the most 


. j j e +h 
difficult years in the Geveioy ment oF Ib 
London Discount Market. The 


we now present are a tribute to his icaacer- 


figures which 


4 ; s - 
ship. We are very grateful to him. in 
cs anaes . nnomte A 
his place your board has appe inted Mr 
S. J. L. Egerton. He is chairman of 


“Ree . . ‘ 3 Frecto 
Messrs Coutts and Company and a airector 


of the National Provincial Bank, Limited. 
We count ourselves fortunate in having 


obtained the services of another experi- 
enced banker. 

The chief event in the London Money 
Market in the year 1953 was the reduction 
in the Bank Rate on September 17th from 
4 per cent to 3} per cent. The rate at which 
the Market is enabled to borrow from the 
Bank of England remained unchanged at 3 
per cent while other money fates and bill 
rates were reduced by at least 2 per cent, 
and Bank Bills by 3 per cent and more. In 
the words of the Chancellor of the Ex- 
chequer: “The Bank Rate has been doing 
good and useful work as an instrument of 
monetary policy,” but it must not be for- 
gotten that the use of the instrument of the 


Bank Rate cannot achieve complete success, 


Nie 
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our fight for recovery, unless it is accom- 


panied both in the domestic and in _ the 
national sphere by every possible effort to 


ve within Our means. 


THE ACCOUNTS 














We e b successful year. If you 
1 te e balance sheet you will 
that the deposits are £141 million comp 
129 million the previous year, while 
s C ted are £75 milhon compared 
$0 million d B Government 
es {68 on cé¢ ared with {£52 
r nce sheet total is {145 
mparec th £134 million, while 
the ding p on which Her Majesty’s 
( t plays as a borrower in the Lon- 
\ et is again emphasised by our turn- 
i he year in Treasury Bills of about 
d Our turnover of Com- 
erc Bills was less than £100 million. 
Phe t and loss account shows a balance 
f t of £281,601 1 increase of £105,050 
We prepose to recommend the payment of 
he owing final dividends for the year 
6 per cent cumulative preference shares 
£2 each, fully paid. 
3 per cent—making 6 per cent for the 
year 


Ordinary shares {2 each, £1 paid. 
12} per cent—making 20 per cent for 
the year, plus a bonus of 5 per cent. 


Both dividends and bonus, less income tax 


at 9s. in the pound, to be paid, subject to 
approval, on February 25, 1954, to those 


i 
shareholders whose names appear in the 
register at the close of business on February 
5, 1954. 

My colleagues and I are anxious that there 
should be no misapprehension by any of you 
in regard to this bonus which we are happy 
to be able to recommend to you in respect of 
the year 1953. I ask you to regard it merely 





as a tangible token of one very successful 
year, carrying no implications as to our 


chances of being able to repeat it in the 
future. 


DUAL ROLE OF LONDON DISCOUNT 


MARKET 


As I see the position of the London Dis- 
count Market today, it has a dual role to 
piay in our national economy. The first is its 
traditional and primary role of buying and 


ng bills of exchange in their great variety. 
he second, which through force of cir- 
stances has of recent years fallen to its 
» 18 to provide a free market in short dated 








Government securities. In fulfilling these 
functions, especially the latter, there. is a 
serious element of risk, and it behoves your 


board, with every consideration for you the 
shareholders, to maintain its policy of build- 
ing up and maintaining our resources. It is 
by this policy, and this policy only, that we 
shall be able to face with confidence a future, 
not only in its domestic but also in 
ts wider and international aspects, does not, 
for the British Commonwealth of Nations, yet 
rest on firm foundations. 


eants ste 
We Lbi0-Ai« 


A proposal will be put before you for an 
increase in directors’ fees. At present these 
amount to £8,800 and they have remained 
at that rate since 1931. It is proposed to 
increase this figure to £12,000. In the days 
in which we hive, and having regard to the 
progress of the company, we hope that you 
will regard the increase now proposed as not 
unreasonable. 

Our gratitude is once more due to Mr 
Macnaghten, our manager, Mr Dawkins, his 
deputy, to their assistants and to the whole 
staff. One and all have given of their best 
to your interests, and deserve our most cordial 
thanks. 
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WEST RIDING WORSTED 
AND WOOLLEN MILLS 


A MOST SATISFACTORY RESULT 
SIR JOHN KEELING ON WOOL PRICES 


Che twenty-fifth annual general meeting 
of West Riding Worsted and Woollen Mills, 
Limited, was held on January 27th at the 
Midland Hotel, Bradford. Sir John Keeling 
the chairman) presided. 


Before the official business of the meeting 
commenced the chairman referred to the 
great loss which the company had sustained 
by the death of his colleague, Mr John 
William Shelton, on January 10th, and said 
that the passing of this grand old man would 
mourned by countless friends. The 
chairman paid high tribute to Mr Shelton’s 
outstanding character and ability, his life- 
long devotion to his business, and the 
invaluable services which he had rendered 
to the company up to the last days of 

> 


} ite 
miS ie, 


The following is an extract from the 
chairman’s circulated statement : The results 
for the year to August 3Ist last were most 
satisfactory and reflect great credit upon all 
th responsible for the operation of our 
operating subsidiaries. We must not, how- 
ever, overlook the importance of the large 


be 


nose 


sums of money expended over the past 
ten years in bringing our plant and 
machinery up to their present high state 


of efficiency. 


The profit of the group before taxation 


amounted to £1,585,767, an increase of 
£780,894 over the previous year. Taxation 
has again absorbed more than half of the 


and there has been provided for this 
purpose £823,312; the net profit of the 
group, after making provision for taxation, 
was therefore £762,455, am increase of 
£418,398 over the previous year. No pro- 
vision was required for excess profits levy, 
and, as this unfortunate tax terminated on 
December 31, 1953, we have, thanks to the 
good standard of the group, escaped its ill 
effects. 

On April 28, 1953, the issued ordinary 
capital increased from £809,944 to 
£1,214,916 by the capitalisation of reserves, 
shareholders receiving one new ordinary 
share for every two ordinary’ shares 
held. 

Your board recommend that the dividend 
for the year on the increased ordinary capital 
should be 22 per cent. An interim dividend 
of 8 per cent has already been paid and the 
final dividend will accordingly be 14 per cent. 
The amount distributed by way of dividend 
on the ordinary capital is again somewhat 
larger than the amount distributed in respect 
of the previous year. It is conservative in 
relation to the profit earned, but it follows 
the policy which has been so successful in 
the past, of building up the group with 
retained profits. 


profit 


Ww a 5 


There are only a few items in the con- 
solidated balance sheet to which I need 
make reference. 


I have already mentioned the increase in 
the issued ordinary capital as a result of 
which reserves to the extent of £404,972 
were capitalised. As, however, the trading 
profits of the year amounted to £596,544, to 
which must be added £23,216, being the net 
effect of other non-trading adjustments, the 
reserves at the end of the year at £2,661,772 
exceeded the commencing figure by 
£214,788. . 

The fixed assets at £1,450,678, an increase 
of £138,969 over the previous year, now 
include those of an additional operating sub- 
sidiary, E. Wadsworth and Sons, Limited, 
acquired during the year. Stock on hand 


and work. in progress amounted to 
£4,603,199, as compared with £3,325,853 
for the previous year. ‘This imcrease was 
accounted for by the somewhat higher value 
of wool, the larger turnover of the group, and 
the stock of our new operating subsidiary, 
The surplus of current assets over Current 
liabilities at £3,793,590 showed an increase 
over the previous year of £851,331. 


Since the opening of the wool-buying 
season in Australia towards the end of 
August there have so far been no very 
material fluctuations in the. price of wool. 
The general feeling in this country, however, 
appears to be that a somewhat lower level 
of price would encourage business and be 
more realistic. 

Personally, I am of the opinion that a 
moderate fall in the price of wool would 
be in the best ultimate interests of the indus- 
try, and I certainly do not exclude the wool 
growers, who, in fact, have more to lose than 


anyone if a high price for wool should 
encourage the use of man-made . fibres. 
Provided the price is reasonable, the 
characteristic qualities of wool are such 


that there will always be a demand for its 
products. 

An interesting development during. the 
year under review has been the establish- 
nent of a futures market in wool tops. This 
is an innovation in this country—unlike cot- 
ton, in which there was an active futures 
market before the war. It has, however, 
I think, yet to be proved that a futures 
market in wool will be of the same value 
to the wool textile industry as the futures 
market for cotton has been to the cotton 
industry. 

Trading conditions during the past 12 
months have possibly been more normal than 
they have been at any time since the war. 
The wool trade, however, is one of many 
industries where it ts unwise to forecast the 
future, so I shall confine my remarks to 
saying that the results since the close of the 
financial year have continued to be satis- 
factory. So far as the remainder of the year 
is concerned, although trading conditions are 
net easy and profit margins narrow, and 
while we may not have the benefit of cer- 
tain favourable factors which added to our 
prowits last year, I am hopeful that the results 
will not be disappointing. 


The report and accounts were adopted 
and the final dividend of 14 per cent, making 
22 per cent actual for the year, --was 
approved. 


J. W. GREEN LIMITED 


INCREASING SALES OF BOTTLED 
BEER 


MR BERNARD DIXON’S STATEMENT 


The adjourned fifty-sixth annual general 
meeting of J. W. Green Limited was held 
at Luton on January 26, 1954. 


Mr Bernard Dixon, chairman, presided. 
The following are points from his statement : 


Whereas during the winter months of the 
year under review bad weather conditions 
hampered trade to some extent, I am 
pleased to report that this was largely 
rectified by improved sales during the second 
half of the year, which finished on a strong 
note. 


NEW BRANDS LAUNCHED 


Last year, in common with many other 
breweries, we found that the steady increase 
which had taken place in Bottled r sales 
was beginning to ease. During the year we 
have successfully launched a number of new 
brands of Bottled Beer which already have 


THE ECONOMIST, JANUARY 30, 1954 


achieved considerable popularity, and oir 
Bottled Beer sales have regained impetus aid 
are steadily increasing in volume. 


Throughout the Group the expenditure », 
properties has been exceedingly heavy. ‘1! 
is inevitable in the early stages where ; 
groups of properties have been brought 
There will, of course, be a gradual easing 
this expenditure, and this should have . 
beneficial effect on future profits. 


















REHABILITATION OF PLANT 


I am glad to report that we are now a: 
end of our programme for the rehabilita: 
of the plant at the Luton Brewery, wh 
every department is thoroughly up-to-< 
and should give the company many ye 
service. 

It is anticipated that the by-products p! 
will be in operation in the early part of 
new year. Considerable delay has b 
experienced in obtaining the equipment 
this department. 


ij 


NEW BOTTLING STORE 
At our Sunderland Brewery we ha» 
practically completed a large, well-equip) 
bottling store, which should be fully capa 
of handling our requirements in that area 
some time to come. 





During the year the company brought i: 
operation a fleet of articulated vehicles for | 
purpose of supplying some of our bet: 
known brands, such as “ Brewmast 
“Dragon’s Blood” and “ Poacher,” 
wholesale customers and other breweries 
the group. This move has been entir 
successful, with the result that these bra: 
are becoming popular over an ever-widen 
area of the country. 


The report and accounts were adopted. 





NATIONAL DISCOUNT 3 
COMPANY 


The Annual General Meeting of 
National Discount Company, Limited, w:! 
be held on February 17th, at 33 Cornhil 
London, E.C. 


The following is an extract from the sta 
ment by the chairman, Commander The H 
Lovel W. Coke, RN: 


The balance sheet total-amounts to (1°? 
million. Deposits have risen by £6 million | 
£186 million. Bills discounted are reduce: 
by £4 million to £111 million, and Briti 
Government and Corporation Short-dat: 
Securities have increased by £74 million (> 
£75 million. The liability at the end of the 
year for bills re-discounted has risen fro: 
£10 million to £16 million. 


The profit and loss account shows th 
after making provision for rebate, amortis: 
tion of premiums on. securities (includin: 
special amortisation), and taxation, and af! 
making transfers to contingencies reserve 
and deducting directors’ fees, there remains | 
profit of- £369,648. It will be proposed at t)- 
forthcoming meeting to pay dividends 
5 per cent, less tax, on the “A” and “B 
stock, making 10 per cent for the year 0» 
both classes. 


Your directors recommend the issue to th: 
“B” stockholders of a further 758,885 “5 © 
shares by way of capitalisation of part 
share premium account in the proportion ©! 
one new “B” share for every £3 of existin: 
“B” stock. 


In order to have a margin of capital avai!- 
able if and when the directors should con 
sider it desirable to issue the same, it ' 
proposed to increase the authorised capital 
£5 million by the creation of an additional! 
2,300,000 “B.” shares of £1 each. 
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SCOTTISH 
) AGRICULTURAL 
'] INDUSTRIES LIMITED 


COMPANY’S RECORD TURNOVER 


twenty-sixth annual general meeting 
tish Agricultural Industries Limited 
eld in the North British Station 
H Edinburgh, on January 21st, the chair- 
y Sir Wilham Gavin, CBE, presiding. 
’ course of his remarks the chairman 


annual report includes for the first 
financial summary of results for the 
ven years, i.e., from 1947. From this 
l! see that gross sales for the year 
review amounted to £20,513,026, and 
profit before providing for taxation 
976,147. Both these figures are the 
far recorded in the history of 
pany. The increase in the value of 
mostly due to more trade and not 
rher prices. 


ition has been charged at £353,570 

{46,309 higher than last year and 

s some 20 per cent of the book value 

i assets, This is, of course, in excess 

ia f the amount which will be allowed when 

iting liability for income tax. We have 

set aside £50,000 against possible falls 
he value of stocks. 


so 





ireholders will agree, I am sure, with 
se prudent steps in view of uncertain 
rkets and the ever-present need for keep- 
fs g buildings, plant and equipment up-to- 
which can only be done today at very 
) cost. Expenditure on fixed assets for 
vear amounted to £450,000. Increased 
over and working costs have also called 
early £170,000 more working capital, 
king an additional capital requirement for 
vear of £620,000. You will note that 
has been provided from the company’s 
vn resources, 


hehe ee 


rhe balance of group profit, after paying 
preference dividends, was £362,881 com- 
pared {281,605 for the previous year 
As already announced your directors recom- 
1 increase in the ordinary dividend 
per cent to 9 per cent. This, if 
d, will absorb £101,772, leaving an 
buted profit for the year of £261,109. 
ter transferring £239,516 to general 
‘s, the balance carried forward on the 
profit and loss account was 
1,846, compared with £250,253 the 
Is year. 


nenhoated 
a Lic LU 


The report and accounts were adopted and 
ordinary dividend of 9 per cent was 
hirmed 


THE MIDLAND BRIGHT 
DRAWN STEEL AND 
! NGINEERING COMPANY 


| The seventh annual general meeting of The 
nd Bright Drawn Steel and Engineer- 

* Company, Limited, was held on January 
6h in Birmingham, Mr H. Hipkiss, 

instBE (chairman and managing director), 


iCing. 


B ihe following is an extract from his 

Tculated statement: ‘The trading profit 

farned, while showing some reduction on last 

years exceptional result, is, in the opinion 
‘rectors, satisfactory. 


oO 


ail 3 -orng the year under review we experi- 
on the return of a keenly competitive 

<et. The relief from material and labour 
“)°rlages was quickly followed by the falling 
©” In trade, due, among other causes, to the 
‘*pert’ restrictions. These conditions in- 





ac 
mal 












fluenced customers to restrict their buying to 
cover immediate needs and resulted in a sharp 
fall in turnover at one period during the year. 
We have, however, shared in the improve- 
ment that has subsequently occurred and the 
outlook is generally brighter. 


The trading profits of the year have 
decreased from £313,933 to £224,837. The 
main contributing factor, apart from the 


exceptional results of 1952, was the difficulty 
experienced in the non-ferrous side of the 
group's activities, where fluctuations in the 
price of raw material have, to a greater degree 
than elsewhere, affected the sales. : 
With regard to the current year, providing 
trading difficulties do not appreciably increase 
and industry is not further burdened by heavy 
increased costs, we can look forward with 
confidence to another satisfactory year. 


The report was adopted. 


RAMBUTAN, LIMITED 





_ The forty-eighth ord y general meet- 
ing of Rambutan, Limited, was held on 
January 20, 1954, at the Registered Office, 
Redruth. 

Mr Donald W. Thomas chairman) 
presided. 

The report and accounts for the year 


ended June 30, 1953, having been circulated 
for the prescribed time, were taken as read, 
as was also the acting chairman’s statement, 
circulated the report and accounts, 
which was as follows: 


wit h 


Shareholders will observe from the direc- 
tors report that Mr Stanley Wickett retired 
from the position of chairman of the com- 
pany on December 31, 1952, and that he was 
succeeded in office by Mr D. W. Thomas, 
who has been a director of the company for 
thirty years. 

Mr Wickett, previous to his resignation, 
had been chairman of the company for ten 
years, and his decision to retain his seat on 
the board, which he has held since his 
appointment in 1912, gives his colleagues the 
greatest pleasure, and they hope they may 
long continue to have the benefit of his wise 
counsel and advice. 


Mr D. W. Thomas is now in Malaya 
making an inspection of the various mines 
comprising the Gopeng Group, of which 


Rambutan, Limited, is one. 


During the financial vear ended June 30, 
1953, 80.22 tons of tin ore were recovered 
from 301,500 cubic yards of ground treated. 
This compares with the 1951-52 production 
of 81.49 tons from 268,600 cubic yards. 


The accounts for the financial year sub- 


mitted herewith show a gross profit of 
£9,301 as compared with £7,855 in the 
previous year. A total of £7,902 was paid 


to the Malayan Government in respect of 
tin ore sold during the year, and £9,265 
provided for United Kingdom and Malayan 
taxation. 

Two interim dividends, a total of 83} per 
cent, paid to shareholders on account of 
profits for the year absorbed, after taxation, 
£4,688. The sum of £1,853 has been written 
off capital expenditure and {£2,000 trans- 
ferred to general reserve, leaving a balance 
of £12,429 on profit and loss account, which 
the directors propose to carry forward to 
the current year. 


Rehabilitation and War Damage Awards: 


The awards have now been agreed as 
follows: 
£ 
Towards costs of rehabilitation ...... 10,190 
Compensation for assets lost in 
BOGE Fo ii cavcdckecandssecntiendonscscgsces 582 
10,772 


~ 
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Before June 30, 1953, a distribution of 
75 per cent was received—and this, as is 
shown in the balance sheet, amounted to 
£7,602 (on rehabilitation account), an initial 
repayment of £41 having previously been 
credited. Seventy-five per cent of the com- 
pensation for assets lost in 1941—{£436—has 
also been received; and is shown in the 
profit and loss account. These together 
reconcile the figure of £8,039 shown in the 
balance sheet as the interim payment on 
account of the award. It is understood that 
repayments to be made will not exceed 90.4 
per cent of the awards. The directors have 
accordingly deemed it prudent to write down 
the balance of the rehabilitation account to 
£.1,569—the amount which the company has 
since received. A transfer from the general 
reserve account of £4,057 -has provided for 
the excess of rehabilitation expenditure over 
90.4 per cent of the awards. 


The report of our general managers. 
Messrs Osborne and Chappel, appended 
hereto, gives particulars of work done at the 


mine during the period under review. It 
will be noted that in July, 1952, Malayan 
Government legislation provided for the 


establishment of a compulsory employees’ 
provident fund to which both employer and 
employee contribute approximately 5 per: 
cent of the emplovee’s wages. Shareholders 
have been advised of the output for the first 
three months of the current financial year, 
a total of 212 tons, and it is anticipated that 
satisfactory returns will continue. The price 
of tin was well maintained until April, 1953, 
when it fell by approximately £200 per ton 
metal and further declined to the uneconomic 
level of £568, equivalent to £409 per ton 
tin ore. Latterly there has been some 
improvement, but few Malayan producers 
can work at a profit and provide reserves to 
ensure the future with tin at its present price. 


The reconvened Intermtional Commodity 
Conference on Tin recently completed | its 
second session at Geneva. A draft Inter- 
national Agreement was prepared for detailed 
consideration by the Governments and mem- 
bers of the industry concerned and it is to 
remain open for acceptance from March 1 
to June 30, 1954. In the meantime an 
International Tin Council has been set up 
in London. 


There was a general improvement in the 
security position during the year and no 
incidents occurred on the company’s 
property. Constant military patrol of the 
district continues as a precaution. 


It is my privilege to record our thanks to 
the general managers, the resident manager 
and staff at the mine, for their loyal service 
under conditions which, although showing 
improvement, are nevertheless difficult. 


Before moving the adoption of the accounts 
Mr Donald Thomas thanked Major W. E. 
Hosking for all that he had done during his 
term of acting chairman. He advised share- 
holders that he had recently visited the 
property on a number of occasions and that 
he had been very pleased to see the develop- 
ments taking place at the mine. 


The statement of accounts and balance 
sheet, together with the directors’ report, 
were received and adopted. 


At a later stage in the meeting the chair- 
man proposed a vote of thanks to the general 
managers, the resident manager, and the staff 
at the mine. He added that as a consequence 
of his visit to Malaya he had been able to 
appreciate the difficulties under which the 
staff were living. In this connection he 
wished particularly to accord appreciation of 
the services of Mr F. Bede Cox (resident 
manager) who would be retiring shortly after 
service with this company and associated 
companies of over thirty-three years. Mr and 
Mrs Bede Cox would be very much missed 
by their friends in Malaya and he wished 
them a very long and happy retirement. 
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TOWN INVESTMENTS, 
LIMITED 


A YEAR OF FURTHER PROGRESS 


Che thirty-first annual general meeting of 
Investments, Limited, was held on 
22nd in London. 


ry 


Town 
January 

The Viscount Buckmaster, the chairman, 
who presided, said: 


“t 


The past year has been one of further 
y 


progress. In it the consolidated revenue of 
the group has increased from £321,733 to 


gI 
£334,330. 

The parent company, as you are aware, is, 
for taxation purposes, regarded as a “ deal- 
ing” company. As a result, if any of the 
company’s properties are sold at a profit, 
income tax and profits tax are payable on the 
difference between the purchase price and 
the price realised. While there are com- 
pensating advantages, this position, none the 
less, makes it difficult to take profits and 
reinvest. 

As a property company we are faced also 
with the unfortunate situation that sums set 
aside for the amortisation of leaseholds 
are not allowed as a charge against profits 
for the purposes of income tax and profits 
tax. 

The Government have at last made an 
attempt to solve the almost insoluble prob- 
lem presented by the Rent Restrictions Acts. 
Whatever the final form of the Bill may be, 
the effect on the companies of the group is 


not likely to be considerable. 





As far as fresh purchases are concerned, 
board has a number of propositions 
in hand, and are also prepared to 


‘ 
tha 





THE AVON INDIA 
RUBBER COMPANY 


ENCOURAGING INFLOW OF ORDERS 


The sixty-fourth general meeting of The 
Avon India Rubber Co., Ltd., was held on 
January 27th at Melksham, Wilts, Major 
R. F. Fuller, DL (the chairman), presiding. 

The following are extracts from his circu- 
lated statement: 

Throughout the year the price of mibber 
has continued to fall which has entailed a 
continuous writing down of stocks, which in 
total has been greater than the amount pre- 
viously set aside as a raw materials reserve. 
It was therefore decided to make use of this 
provision, and the amount of £80,000 has 
been brought in. Including this, the net 
balance available amounts to £150,954, com- 
pared with £137,001 last year. 

Our turnover in the past year, although 
greater in volume, did not reach the level of 
the previous year in value. Selling prices of 
our products have been reduced at an even 
greater rate than the fall in manufacturing 
costs. The current year has opened with an 
inflow of orders which is very encouraging. 

Production at Bridgend has continued to 
progress and we are empleying nearly double 
the number of workers as compared with the 
same time last year. 


Our organisation in British East Africa has 
operated successfully in spite of the disturbed 


conditions. The factory of Avon Tyre 
Remoulding Services, Limited, is now in 
operation. 


Our many and varied connections overseas 
have been maintained and attention is con- 
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THE POWER-GAS 
CORPORATION LIMITED 


LARGER PROFIT 


The fifty-fourth annual general meetin. >f 
The Power-Gas Corporation Limited © 4 
held on January 28th in London, Mr N_ | 
Rambush, DSc (Hon), MIChemE, FRSA 
(chairman and managing director), presiding 


The following are extracts from his cir-1- 
lated statement for the year ended Septem»er 
30, 1953 : 


Your directors, having considered the p: 
available and the strength of the compa 
position, recommend a dividend at the rat 
of 10 per cent plus a special bonus of 2 pe 
cent, both less tax. Profit on trading and 
other income for the group was {£765,737 
(£725,610 in 1952) ; current taxation {333,973 
(£320,922) ; group profit after deduction of 


“a Oo «@ 


all charges, including taxation, £269,936 
(£261,243). 

_ Orders booked during the year amount to 
£64 million, slightly less than the peak 


figure of last year. The value of orders from 
the iron and steel industry is the highes: ia 
our history. 


Orders for the chemical industry have been 
maintained at a satisfactory level. We con- 
tinue to contribute substantially to our 
country’s export trade and orders have been 
received from almost every country in the 
world with which British trade is possible 

During the year our resources have been 
fully employed and production in the old 
works and the partly constructed new works 
at Stockton and also at erection sites has 
increased considerably. Orders on hand will 
keep us busy for some time to come. Over- 


i 
A 

















consider opportunities for investment over- tinually devoted to expansion of this sphere seas markets continue to engage our constant 
seas. of operations. attention. 
The report was adopted. The report was adopted. The report was adopted. 
NACING DIRECTOR of well-know? omnD iires ra’ 1 : Yr . . : . 
MANAGING DIRECTOR of a well-known public company requir NATIONAL FOUNDATION FOR EDUCATIONAL 
a i rst ass & retary-snorthan typist. he Successiul appli- sie » = spmati : 4 ‘ . 
‘rably be aged 23-33 and of good appearance, educa- RESEARCH IN ENGLAND AND WALES 
and b 1. iegree and knowledge of languages Applications are invited for the following appointment, to 
an adva : ) ‘ Applicant m ISI pe a thot ughiy mence On September 1, 1954 (unless otherwise arranged). 
f and uSt Wh a sound und: rstanding of modern STATISTICIAN to be responsible for the development and o i 
Pexecu OM procedure. Good salary mditions tion of a statistical unit in the service of the Foundation's 1 n 
id ) for a girl w ubili initiative and personal ind and test construction programmes, The appointment will 
i Ww 148 » work hard.—Box 439 This vacancy has been n stifled five years in the first instance at a salary in the range of £7(-f9 
1 a lance with the Notification of Vacancies Order, 1952 per annum according to qualifications and experience. Supera a 
: ere. a re varie tion scheme. Candidates should have either an Honours deg: in 
MY. —HE METAL BOX COMPANY LIMITED have a vacancy for . vies : ; 
| R ; x Reostes ¥ JaeIT ES erred Mark Saas . Statistics or in Mathematics with specialisation in sta 3 
: sndidat nie fon Ue ee i nd aide ead se an {experience in psychological or educational measurement wo 9 
Te chek ane te or cae ook teak ee an asset), or an Honours degree in Psychology or Education with 
- ood aetauikitie: “adediareal deem amie a iaisitey specialisation in the application of statistics to psychological and 
a ar ia urate amelie’ ty ce aeiaan ial " oreniemn 3 “oft educational problems. A sound knowledge of the theoretical Lia 
ane aeeienia Te i alnenie < amend aaielan  atatmer Cane: jetails of statistical methods and of the principles of experimental design 
Nee eee careers yt pees ay pig EE A dns Te a Mi eae al rather with some experience he ‘actice ‘ations tt 
salary required, etc., to Ref. No. MR/3, Staff Division, The Langham os Fanaineh h some experience of their practical application 
Portian P} ondon, W.1 This vacancy has been notified i By ber nee . ; 
. ae . - Ls oN ae 3 Va. ae - Order. 1952 - i in Applications for the above post, on the special form provided, and 
ae : oe a lianas sae: peu prec giving names of three referees, should reach the undersigned not 
LICITO charge of Legal Department of large later than February 17, 1954. Forms and further details on reques 
with head office in Manchester BEN S. MORRIS, Director, 


canis must be 


QOLIciT MR required to tak 

. industrial concern in North West 
AD] experienced and energetic lawyers who will take 
.% ‘ 


il interest in the activities of the concern, be able to run a busy 
oft mcerned with commercial and general work and a substantial 
amount of common law litigation Salary will be according to 
qualifications, but not less than £2,000 per annum.—Applications 


should be submitted by February 12th to Box 433, 


PRINCIPAL ASSISTANT-SECRETARY required by the Scottish 
Council (Development and Industry). The post will be a 
responsible one requiring adaptability and resources Administrative 
and/or business experience essential. Salary according to qualifica- 
tions. Applications, with not more than three relevant testimonials 
and specifying three persons to whom reference may be made, should 
be addressed to Secretary, The. Scottish Council (Development 
and Industry), 1 Castle Street, Edinburgh, 2. 


the 


‘ieee BRITISH FEDERATION OF MASTER PRINTERS invites 
applications for appointment to headquarters Secretariat. Appli- 


cants should be in the age group 24 to 32, preferably with experience 
in the printing industry. Commencing salary in the range £500-£800 
per annum according tO age, experience and qualifications. Details 
of education, employment to date, age, ete., to be submitted by letter 


to the Secretary. British Federation of Master Printers, 11 Bedford 
Row, London, W.C.1. This vacancy has been notified in accordance 


with the Notification of Vacancies Order, 1952. 


i" ILFORD-ASTOR Automatic Presentation Machine Model No, 7M2, 

4 complete with all accessories (founts of type, etc.) for producin 

showcards and displays of all kinds in plastic and board. Unuse 
Apply Box 432. 


DJROGRESSIVE Member Firm with first-class connections North 
America and Britain, requires ambitious, experienced man to 

head, thei American/Canadian department.—Write in strictest confi- 

dence, qualifications, experience and salary required to Box 443, 


79 Wimpole Street, London, W 


oe CHARTERED BANK OF INDIA, AUSTRALIA AND Ct! 
invites applications from suitably qualified British subjects, 2 
older than 32 years of age, for the post of ASSISTANT TRUs 
OFFICER at Singapore. A knowledge of taxation will 
recommendation. 

Applications, or requests for further information concerning [19 
appointment, may be addressed to the Secretary of the Bank at 
38 Bishopsgate, London, E.C.2, 
\ ANAGEMENT Consultants are required by the Wallace At! wood 
4 Company. Applicants between the ages of 30 and 40 LS 
possess a University degree or technical equivalent in enginev''ts 
and have held responsible executive positions. A thorough pra‘ ical 
and current knowledge of the organisation and routines of indu- rial 
concerns is essential. Substantial salary and excellent prospects 4°e 
— Replies in confidence to Chantrey House, Eccleston Si :°et. 

YXECUTIVE, 40, at present Company Secretary (3,000 emplo ea), 


4 owing to amalgamation seeks responsible management 3". 
University degree, qualified lawyer, chartered secretary, expe! d 
all company secretarial work, including modern accounting sys'°"'s 
pension funds, staff control and general administration, Hix'st 
references, Free within a reasonable period. Box 444. 


JART-TIME WORK required by Economic Research Assis(a! 
. Box 440, 

) KECUTIVE (36), Qualified Accountant, Secretary, Economist, god 
4 experience other fields, seeks change to post demanding crea''’° 
ability. Present income £1,300.—Box 434. 4 
,;CONOMIST BACK NUMBERS.—Complete set for the years 146 
4 1947, 1948. Excellent condition.—Box 437. 
YY Ora. experienced Economist seeks commissions to write atic! 

reports or undertake part-time research.—Box 435. 
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‘He 


Visto 


SUS 


“I have seen their advertisements in LIFE EN ESPANOL ”. This is a 
comparatively new phrase in the Spanish-speaking countries of 
} b Central and South America. But already it is influencing the sales 
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EN ESPANOL 


UN HOMBRE ¥ SU MISION, 
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Hawker Siddeley Group 
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OR x 3 IU Se Ras Be OOO Te I 


and prestige of British and Continental companies in those areas. 

LIFE EN ESPANOL—the Spanish-language edition of LIFE INTER- 
NATIONAL— began circulating in Central and South America just over a 
year ago. Like LIFE INTERNATIONAL’S English-language edition, it has a 
selective readership concentrated mainly among men and women in the 
higher income groups ; yet, today, the circulation of LIFE EN ESPANOL 
exceeds 225,000 copies and distributors are still asking for more. If your 
company is seeking to enter the rich markets of Latin America, or in- 
crease the sales of products already established there, an advertisement 
campaign in LIFE EN ESPANOL offers these advantages : the consistent 
appeal of brilliant picture-journalism, fine printing and colour reproduc- 
tion, and a growing circulation among those with the means to buy and 
the power to influence the buying of others. The Advertisement Manager 
will be pleased to supply full details of circulation and rates on request. 


en espanol 


LIFE EN ESPANOL—average net paid circula-» 
tion 200,000-250,000 copies in Spanish, 
circulating in Central and South America. 
LIFE INTERNATIONAL—average net paid 
circulation 250,000-300,000 copies in 
English, circulating in 120 countries outside 
North America. 

These are the INTERNATIONAL EDITIONS of 
LIFE MAGAZINE, with a combined circula- 
tion of over 500,000 copies every fortnight. 
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CONSUL 


the Car for the Occasion 


gy ates BPG Ze Py 


FOR THE THEATRE 


FOR THE RECEPTION 





By ies : int ‘i 1 Meter 
Pehicle a okeaiahaninats FOR THE RACES 


the late Keng George V1 
Ford Motor Company Ltd. 


FOR THE CITY 


maa 





Its qualities are these:— The elegance of line, spaciousness and 


smooth acceleration that flatter the formal occasion. 


On the road, high and effortless cruising speed, ‘ 

a serenely even ride and perfect cornering. ’ 

Always, a comforting economy of running costs. 4 

You have thought of everything when you choose a 1 
CONSUL 


Its performance is a pleasure 


Its price a surprise LA4 70 Plus P.T. £196.19.2 


a FORD 4-s74® Mororine 


THK BEST AT LOWEST COST 


